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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, D.C. 20549

FORM 10-Q

QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the quarterly period ended March 31, 2013

or

O TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE
ACT OF 1934

For the transition period from to

Commission File Number: 000-27978

POLYCOM, INC.

(Exact name of registrant as specified in its chaefr)

DELAWARE 94-3128324
(State or other jurisdiction of (IRS employer
incorporation or organization) identification number)
6001 America Center Drive, San Jose, C. 95002
(Address of principal executive offices (Zip Code)

(408) 586-6000

(Registrant’s telephone number, including area code

Indicate by check mark whether the registrant €l filed all reports required to be filed by Seeti or 15(d) of the Securities Excha
Act of 1934 during the preceding 12 months (orsiach shorter period that the Registrant was redudrdile such reports) and (2) has been
subject to such filing requirements for the pastia@s. Yes[x] No [

Indicate by check mark whether the registrant lsmstted electronically and posted on its corpo¥eb site, if any, every Interactive
Data File required to be submitted and posted puntsto Rule 405 of Regulation5(8232.405 of this chapter) during the precedi@gribnths
(or for such shorter period that the registrant veagiired to submit and post such files). YEs No O

Indicate by check mark whether the registrantlarge accelerated filer, an accelerated filer, @-accelerated filer, or a
smaller reporting company. See the definitionslafde accelerated filer,” “accelerated filer,” disthaller reporting company” in Rule 12b-2
of the Exchange Act.

Large accelerated file Accelerated filel O
Non-accelerated file O (Do not check if a smaller reporting compa Smaller reporting compar [

Indicate by check mark whether the registrantstell company (as defined in Rule 12b-2 in Exchahgg. Yes [ No
There were 172,522,255 shares of the Company’s Gon®iock, par value $.0005, outstanding on Aprjl2®.3.
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PART | — FINANCIAL INFORMATION
Item 1. FINANCIAL STATEMENTS
POLYCOM, INC.

CONDENSED CONSOLIDATED BALANCE SHEETS
(Unaudited)
(in thousands, except share data)

ASSETS
Current assel
Cash and cash equivalel
Shor-term investment
Trade receivables, net of allowance for doubtfaoamts of $2,706 and $2,921 at March 31, 2013 and
December 31, 2012, respectivi
Inventories
Deferred taxe
Prepaid expenses and other current a:
Total current asse
Property and equipment, r
Long-term investment
Goodwill
Purchased intangibles, r
Deferred taxe
Other asset
Total asset

LIABILITIES AND STOCKHOLDERS ' EQUITY
Current liabilities
Accounts payabl
Accrued payroll and related liabilitie
Taxes payabl
Deferred revenu
Other accrued liabilitie
Total current liabilities
Non-current liabilities
Long-term deferred revent
Taxes payabl
Deferred taxe
Other nor-current liabilities
Total nor-current liabilities

Total liabilities
Stockholder' equity
Common stock, $0.0005 par value; Authorized: 350,000 shares; Issued and outstanding: 174,535,
shares at March 31, 2013 and 175,323,885 shaf@scamber 31, 201
Additional paic-in capital
Retained earning
Accumulated other comprehensive inca
Total stockholder equity

Total liabilities and stockholde’ equity

December 31

March 31,

2013 2012
$ 502,85 $ 477,07:
179,93¢ 197,19¢
179,90: 194,65
97,55! 99,96(
48,87 48,91¢
55,59: 55,454
1,064,70: 1,073,25.
130,32¢ 133,31¢
45,65( 50,33:
559,71« 553,81¢
53,51t 54,98:
26,45¢ 28,40¢
27,76¢ 21,23¢
$1,908,13  $1,915,35.
$ 100,80 $ 89,98:
27,27 39,46¢
4,26¢€ 4,73¢€
160,92¢ 158,48:
53,82! 63,01¢
347,09¢ 355,68t
92,06( 91,06:
16,28 15,59¢
23z 23€
25,69¢ 22,07¢
134,27- 128,97+
481,37: 484,66:
37 38
1,332,37. 1,326,43!
87,79: 100,01
6,557 4,19¢
1,426,75! 1,430,68!
$1,908,13  $1,915,35.

The accompanying notes are an integral part ottbeadensed consolidated financial statements.
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POLYCOM, INC.

CONDENSED CONSOLIDATED STATEMENTS OF OPERATIONS

(Unaudited)
(in thousands, except per share data)

Revenues
Product revenue
Service revenue
Total revenue
Cost of revenues
Cost of product revenus
Cost of service revenur
Total cost of revenue
Gross profit
Operating expense
Sales and marketir
Research and developmt
General and administrati
Amortization of purchased intangibl
Restructuring cosl
Acquisitior-related cost
Total operating expens:
Operating income (los!
Interest and other income (expense),
Income (loss) from continuing operations beforevigion for (benefit from) income taxi
Provision for (benefit from) income tax
Net income from continuing operatio
Income from discontinued operations, net of te
Gain from sale of discontinued operations, nebwés
Net income

Basic net income per shal
Net income per share from continuing operati
Income per share from discontinued operationsphtetxes
Gain from sale of discontinued operations, netgés

Basic net income per she
Diluted net income per shai
Net income per share from continuing operati
Income per share from discontinued operationsphtetxes
Gain from sale of discontinued operations, netgés

Diluted net income per shai

Number of shares used in computation of net incpareshare
Basic

Diluted

Three Months Ended

March 31, March 31,
2013 2012
$246,12¢ $261,27-
92,62¢ 84,43¢
338,75 345,71(
101,87¢ 105,13(
37,77 34,24«
139,65! 139,37
199,09 206,33t
108,71! 112,16
55,93t 49,70:
23,69 21,31,
2,50z 2,32
5,42: 2,92:
3,32 1,91«
199,59: 190,35(
(495) 15,98¢
(759) (1,787
(1,259 14,19¢
(3,37)) 1,85(
2,117 12,34¢
— 2,75:%
45¢ —
$ 2,57¢ $ 15,10:
$ 0.01 $ 0.07
— $ 0.0Z
$ 0.01 $ 0.0¢
$ 0.01 $ 0.07
— 0.0z
$ 0.01 $ 0.0¢
176,07¢ 177,42°
179,14( 180,48t

Note that earnings per share amounts for continopegations, discontinued operations and net incas@resented above, are calculi

individually and may not sum due to rounding difieces.

The accompanying notes are an integral part ottbeadensed consolidated financial statements.
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POLYCOM, INC.

CONDENSED CONSOLIDATED STATEMENTS OF COMPREHENSIVE
(Unaudited)
(in thousands)

Net income
Other comprehensive income, net of t
Foreign currency translation adjustme
Unrealized gains/(losses) on investme
Unrealized holding gains/losses arising duringpgbgod
Net gains/losses reclassified into earni
Net unrealized gains on investme
Unrealized gains/(losses) on hedging securi
Unrealized hedge gains/losses arising during thieg
Net gains/losses reclassified into earnings foenee hedge
Net gains/losses reclassified into earnings foeasp hedge
Net unrealized gains/(losses) on hedging secu
Other comprehensive income (lo
Comprehensive incorr

INCOME

Three Months Ended
March 31, March 31,

2013 2012
$ 2,57¢ $15,10:
64 1,05¢
(12) 15

66 —
54 15
2,957 (1,567)
(627) (2,37¢)
(87) 1,24¢
2,247 (2,68¢)
2,361 (1,61¢)
$ 4,937 $13,48¢

The accompanying notes are an integral part oktheadensed consolidated financial statements.
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POLYCOM, INC.

CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Unaudited)
(in thousands)

Cash flows from operating activitie
Net income
Adjustments to reconcile net income to net caskigenl by operating activitie:
Depreciation and amortizatic
Amortization of purchased intangibl
Provision for doubtful accoun
Provision for excess and obsolete inventc
Non-cash stoc-based compensatic
Excess tax benefits from stc-based compensatic
Loss on disposal of property and equiprr
Net gain on sale of discontinued operati
Changes in assets and liabilities, net of effettcquisitions:
Trade receivable
Inventories
Deferred taxe
Prepaid expenses and other as
Accounts payabl
Taxes payabl
Other accrued liabilities and deferred reve
Net cash provided by operating activit
Cash flows from investing activitie
Purchases of property and equipir
Purchases of investmer
Proceeds from sale of investme
Proceeds from maturity of investme
Net cash received from sale of discontinued opama
Net cash (paid in) received from purchase acqaiss
Net cash provided by (used in) investing activi
Cash flows from financing activitie
Proceeds from issuance of common stock under emplogtion and stock purchase pl
Purchase and retirement of common st
Excess tax benefits from stc-based compensatic

Net cash (used in) provided by financing activi

Net increase in cash and cash equival
Cash and cash equivalents, beginning of pe

Cash and cash equivalents, end of pe

Three Months Ended

March 31, March 31,
2013 2012

$ 2,57¢ $ 15,10:
16,43( 14,43¢
3,76¢ 6,44¢
— 25C
2,93¢ 2,31(
17,771 18,14¢
(155) (4,939
1,20¢ 238

(45¢) -
17,17¢ 8,11¢
(525 (16,729
1,99¢ 1,20¢
(4,530  (10,13)
7,851 (85E)
(1,687 4,63:
(15,357 (6,189
49,01« 32,03
(12,757 (15,800
(55,36  (92,35Y)
9,227 4,16¢
68,13¢ 76,90(

55€ —
(8,35(0) 85
1,447 (27,007
13,20¢ 14,60
(38,047 (9,745
15E 4,93¢
(24,680 9,807
25,77¢ 14,83]
477,07: 375,44
$502,85:. $390,27¢

The condensed consolidated statements of cash fifmivgle combined cash flows from continuing opierst along with discontinued

operations.

The accompanying notes are an integral part ottbeadensed consolidated financial statements.
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POLYCOM, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
(Unaudited)

1. BASIS OF PRESENTATION

The accompanying unaudited financial statementssistng of the condensed consolidated balance sisesf March 31, 2013, the
condensed consolidated statements of operatiotkddhree months ended March 31, 2013 and 20&Z;¢hdensed consolidated statemen
comprehensive income for the three months endediMait, 2013 and 2012, and the condensed consalid&ttements of cash flows for the
three months ended March 31, 2013 and 2012, hae firepared in accordance with accounting prinsigknerally accepted in the United
States of America in accordance with the instrungito Form 10-Q and Article 10 of Regulation S-XcArdingly, these condensed
consolidated financial statements do not inclutiefahe information and footnotes typically fouimdthe audited consolidated financial
statements and footnotes thereto included in theuAhReport on Form 10-K of Polycom, Inc. and ibsidiaries (the “Company”). In the
opinion of management, all adjustments (primardpsisting of normal recurring adjustments) congdarecessary for a fair statement have
been included.

The condensed consolidated balance sheet at Dec@&hli2012 has been derived from the audited cafeged financial statements as of
that date but does not include all of the informatand footnotes included in the Company’s Annugdd®t on Form 10-K for the year ended
December 31, 2012. For further information, refethie consolidated financial statements and foemttereto included in the Company’s
Annual Report on Form 10-K for the year ended Ddwemn31, 2012.

The preparation of financial statements in confoymiith accounting principles generally acceptethia United States of America
requires management to make estimates and assas it affect the reported amounts of assetsiabitities and disclosure of contingent
assets and liabilities at the date of the finamstialements and the reported amounts of revenuesxpenses during the reported period. Actue
results could differ from those estimates and dpegaesults for the three months ended March 8132and are not necessarily indicative of
the results that may be expected for the year gridatember 31, 2013.

Certain prior year amounts have been reclassifiebhform to the current year presentation aswaltreSthe discontinued operations
discussed in Note 3 as well as a reallocation astomgr segments of certain services costs discussedte 15.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Company'’s significant accounting policies weescribed in Note 1 to the audited Consolidatediéial Statements included in the
Company’s Annual Report on Form 10-K for the yaadledd December 31, 2012 (the “2012 Form 10-K”). Witk exception of the accounting
standard update discussed below, there have besigmificant changes to these policies and no te@erounting pronouncements or changes
in accounting pronouncements during the three nsoatided March 31, 2013, that are of significangeotential significance to the Company.

Recent Accounting Pronouncements

In February 2013, the Financial Standards Board$B") issued an accounting standard update thatimegjan entity to expand the
disclosure of reclassifications out of accumulaitier comprehensive income (“AOCI”). The updateuisgs companies to present
reclassifications by component when reporting clearig AOCI balances and to report the effect afiiicant reclassifications on the
respective line items in net income. The guidascaffiective prospectively for reporting periods inaeing after December 15, 2012. The
Company adopted the guidance in the quarter endedhvB1, 2013, and such adoption did not have anmhimpact on the Company’s
condensed consolidated financial statements.

In December 2011, the FASB issued an accountinglatd update that requires disclosure of the etfepbtential effect of offsetting
arrangements on a company’s financial position elsag enhanced disclosure of the rights of setedbciated with a company’s recognized
assets and liabilities. In January 2013, the FASBied another accounting standard update to cthefgcope of the standard issued in
December 2011. The Company adopted the guidarnte iguarter ended March 31, 2013, and such adogtibnot have a material impact on
the Company’s condensed consolidated financiadistants.

3. DISCONTINUED OPERATIONS

On May 10, 2012, the Company entered into a Puechad Sale Agreement (the “Purchase Agreementt) Miibile Devices Holdings,
LLC, a Delaware limited liability corporation (“Mdle Devices”), pursuant to which the Company wadileest its enterprise wireless voice
solutions (“EWS”) business to an affiliate of Suap@al Partners, Inc. On October 22, 2012, the litage Agreement was amended (the
“Amended Purchase Agreement”). Per the terms oAthended Purchase Agreement, Mobile Devices

7
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would acquire SpectraLink Corporation (“Spectral’jnia wholly-owned subsidiary of the Company, byghasing all of the outstanding stock
and an intercompany note of SpectraLink from then@any. On December 4, 2012, the Company compliatedisposition of the assets of its
EWS business to Mobile Devices and received cashideration of approximately $50.7 million, resudfiin a gain on sale of the discontinued
operations, net of taxes, of $35.4 million, aseetiéd in its consolidated financial statementdtieryear ended December 31, 2012. In the
quarter ended March 31, 2013, the Company recademtiditional gain on sale of discontinued openatioet of taxes, of approximately $0.5
million as a result of the final net working capigajustment in accordance with the Purchase Ages¢rAdditional cash consideration of uf
$57.0 million is payable over the next four yearkjsct to certain conditions, including meetingtagr agreed-upon EBITDAased milestone
Such additional cash consideration will be accadifite as a gain on sale of discontinued operatinespf taxes, when it is realized or
realizable. In accordance with accounting guidatiee Company has included the results of operattbEBaVS in discontinued operations
within the condensed consolidated statements aftipas for all periods presented.

Summarized results from discontinued operationgwasrfollows (in thousands):

Three Months

Ended

March

31, 2012
Revenues $ 21,75¢
Income from discontinued operatic 4,02t
Provision for income taxe 1,272
Income from discontinued operations, net of te $ 2,75t

There were no results from discontinued operatthngg the three months ended March 31, 2013, aditrestiture of the EWS business
was completed in December 2012.

4. BUSINESS COMBINATIONS

On March 1, 2013 the Company completed its acduisif certain assets of Sentri, Inc. (“Sentri”pravately-held services company
with expertise in Microsoft technologies, for apgroately $8.4 million in cash. The acquisition ergda the Company’s advanced services
offerings with an emphasis on multi-vendor unif@dnmunications solutions that can encompass vidsoe, data, and networking.

The total preliminary purchase price was allocatethe net tangible and intangible assets based thgor fair values at March 1, 2013
with the excess amount recorded as goodwill. Thoelgdl is primarily attributable to the expertiseformer Sentri employees in Microsoft
technologies and expected synergies from the cardliompany, and is not deductible for tax purpoBls.Company has included the
financial results of Sentri in its condensed coidstéd financial statements from the date of ad¢tmis Pro forma results of operations of the
acquisition were not material to the Company’s emsd consolidated financial statements.

5. ACCOUNTS RECEIVABLE FINANCING

In 2012, the Company launched a customer finangingram and entered into a financing agreement‘gmancing Agreement”) with
an unrelated third party financing company. Thegpam offers channel partners, distributors, andlies direct or indirect financing on their
purchases of the Company’s products and serviegsuBnt to the terms of the Financing Agreemeet@bmpany transfers accounts
receivable from these customers, without recouesthe financing company. In return, the Compamgag to pay the financing company a fee
based on a pre-defined percentage of the transaamtmunt financed. If the transaction meets thdicgpe criteria under ASC 860 and is
accounted for as a sale of financial assets, tbeusnts receivable are excluded from the balancetshmon the third party financing company’s
payment remittance to the Company. In certain lggadictions, the arrangement fees that invohantenance services or products bundled
with maintenance at one price do not qualify aala ef financial assets in accordance with the@itdtive guidance. Accordingly, accounts
receivable related to these arrangements are aszbfor as a secured borrowing in accordance wBiC 860, and the Company records a
liability for any cash received, while maintainitige associated accounts receivable balance uatédrid-customer remits payment to the third-
party financing company.

In the quarter ended March 31, 2013, total trasastentered pursuant to the terms of the Finankgrgement were approximately
$24.9 million, of which $22.3 million was relatenlthe sale of the financial assets arrangementfifaacing of these receivables accelerated
the collection of the Company’s cash and reducedrégdit exposure. The amount due from the finahcompany as of March 31, 2013 and
December 31, 2012 was approximately $16.8 milliod &5.4 million, respectively, of which $15.2 nolti and $12.4 million, respectively, was
related to the accounts receivable sold, and Isdied in “Trade receivables” in the Company’s caorsdsl consolidated balance sheets. Fees
incurred pursuant to the Financing Agreement wppraimately $0.3 million for the quarter ended BtaBl, 2013, and were recorded as a
reduction to revenues. There were no such tramsectn the quarter ended March 31, 2012.
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6. GOODWILL AND PURCHASED INTANGIBLES
The following table presents details of the Compsugpodwill by segment during the three months enldarch 31, 2013 (in thousands):

Americas EMEA APAC Total
Balance at December 31, 2012 $302,76¢ $101,88: $149,16¢ $553,81¢
Sentri acquisitiot 5,86¢ — — 5,86¢
Foreign currency translatic — — 29 29
Balance at March 31, 20: $308,63« $101,88: $149,19¢ $559,71«

The following table presents details of the Compsiytal purchased intangible assets as of Mar¢t2813 and December 31, 2012 (in
thousands):

March 31, 2013 December 31, 201.
Accumulated Accumulated
Gross Amortization Gross Amortization
Purchased Intangible Asset: Value and Impairment Net Value Value and Impairment Net Value
Core and developed technology $81,17¢ $ (68,839 $12,33¢ $81,17¢ $ (67,519) $13,66¢
Customer and partner relationsh 79,52t (41,849  37,67¢ 79,02t (39,579  39,44"
Non-compete agreemer 1,80( (50) 1,75(C — — —
Trade nam« 3,40( (2,86¢) 532 3,40( (2,746 654
Other 4,46; (4,162) 30C 4,46; (4,162) 30C
Finite-lived intangible asse’ 170,36! (117,769 52,59 168,06! (114,000 54,06t
Indefinite life trade nam 91¢ — 91¢ 91¢ — 91¢
Total $171,28: $ (117,760 $53,51° $168,98: $ (114,000 $54,98:

Purchased intangibles include a purchased trade o&$0.9 million with an indefinite life as the @pany expects to generate cash fl
related to this asset indefinitely. Consequentlis trade name is not amortized but is reviewednfigrairment annually or sooner when
indicators of potential impairment exist.

For the three months ended March 31, 2013 and 26&Z;ompany recorded amortization expense retatpdrchased intangibles of
$2.5 million and $2.3 million, respectively, whighincluded in “Amortization of purchased intangibl of the condensed consolidated
statements of operations. The Company recordedriopately $1.3 million and $1.9 million during thieree months ended March 31, 2013
and 2012, respectively, of amortization of purclklas¢éangibles to “Cost of product revenues” in tlioedensed consolidated statements of
operations. Amortization of intangibles is not alited to the Company’s segments.

The estimated future amortization expense of puwethantangible assets as of March 31, 2013 isllsv® (in thousands):

Year ending December 31 Amount
Remainder of 2013 $11,29:
2014 14,51(
2015 12,22¢
2016 9,88(
2017 4,69(
Total $52,59"

7. RESTRUCTURING COSTS

During the three months ended March 31, 2013 ad@,26e Company recorded charges totaling $5.4amiind $2.9 million,
respectively, related to restructuring actions tkeatlted from the consolidation and eliminatiorcertain facilities as well as the elimination or
relocation of engineering positions that were prityias a result of downsizing the Company’s Bumabanada location as part of
restructuring plans approved by management. Thetgma are generally intended to consolidate opmratn order to gain efficiencies and
reallocate resources to more strategic growth aretee business.
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The following table summarizes the status of thenany’s restructuring reserves (in thousands):

Severance/Othe Facilities Total
Balance at December 31, 2012 $ 1,36% $7,46¢ $ 8,82¢
Additions to the reserv 2,127 3,80( 5,927
Non-cash writ-off of leasehold improvemen — (70%) (705)
Cash payments and other usi (1,479 (945 (2,429
Balance at March 31, 20: $ 2,01( $9,61¢ $11,62¢

As of March 31, 2013, the restructuring reserverimarily comprised of facilities-related liabiks. The Company calculated the fair
value of its facilities-related liabilities based the discounted future lease payments less sbbesasimptions. This fair value measurement is
classified as a Level 3 measurement under ASCB280key assumptions used in the valuation moddéldiecdiscount rates, cash flow
projections, and estimated sublease income. Digaates, cash flow projections and sublease assomnspghvolve significant judgment, and
are based on management’s estimate of currentoaedaisted market conditions and are very sensitidesusceptible to change.

8. BALANCE SHEET DETAILS

Inventories are valued at the lower of cost or raawkith cost computed on a first-in, first-out (FFD”) basis. Consideration is given to
obsolescence, excessive levels, deterioration Hret tactors in evaluating net realizable valugehtories consist of the following (in
thousands):

March 31, December 31

2013 2012
Raw materials $ 2,46i $ 1,871
Work in proces: 1,36¢ 79¢
Finished good 93,72( 97,29(

Prepaid expenses and other current assets cohtist following (in thousands):

March 31, December 31

2013 2012
Non-trade receivables $ 6,45¢ $ 10,46
Prepaid expenst 36,16¢ 38,40¢
Derivative asset 9,451 4,15¢
Other current asse 3,524 2,42¢
$55,59: $ 55,45/

Deferred revenues consist of the following (in thands):

December 31

March 31,
2013 2012

Short-term:
Service $159,38:- $ 156,48
Product 14E 59t
License 1,40( 1,40(

$160,92¢ $ 158,48
Long-term:
Service $ 86,63¢ $ 85,28¢
License 5,42¢ 5,77¢

$ 92,06( $ 91,06

10
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Other accrued liabilities consist of the followifig thousands):

March 31, December 31
2013 2012

Accrued expenses $16,18: $ 19,16¢
Accrued crop expense 4,93 4,571
Restructuring reserve 5,591 5,34
Warranty obligation: 9,71¢ 10,47*
Derivative liability 3,18¢ 3,27:
Employee stock purchase plan withhold 4,06¢ 10,18¢
Other accrued liabilitie 10,14: 10,00:

$53,82! $ 63,01¢

9. GUARANTEES
Warranty

The Company provides for the estimated costs aymwbwarranties at the time revenue is recognizid.specific terms and conditions
of those warranties vary depending upon the prosioict In the case of hardware manufactured bydeaty warranties generally start from the
delivery date and continue for one year. Softwacgpcts generally carry a 90-day warranty fromdhate of shipment. The Compasyiability
under warranties on software products is to progiderrected copy of any portion of the softwaneninot to be in substantial compliance
with the agreed upon specifications. Factors tffatathe Company’s warranty obligation include gwot failure rates, material usage and
service delivery costs incurred in correcting prtdailures. The Company assesses the adequats/retorded warranty liabilities every
quarter and makes adjustments to the liabilityefessary.

Changes in the warranty obligation, which is ineldds a component of “Other accrued liabilitiesthe condensed consolidated bale
sheets, during the periods, are as follows (in $hods):

Three Months Ended

March 31, March 31,

2013 2012
Balance at beginning of period $10,47¢ $10,577
Accruals for warranties issued during the pe 3,61¢ 4,13¢
Actual charges against warranty reserve duringpérad 4,379 (4,349
Balance at end of peric $ 9,71t $10,37¢

Deferred Services Revenue

The Company offers maintenance contracts for salmast of its products which allow for customersedoeive service and support in
addition to, or subsequent to, the expiration ef¢bntractual product warranty. The Company alsviges managed services to its customers
under contractual arrangements. The Company repegtie maintenance and managed services revemuéhfese contracts over the life of
the service contract.

Deferred services revenue of $159.4 million and6® Mnillion is short-term and is included as a comgnt of “Deferred revenue” as of
March 31, 2013 and December 31, 2012, respectiaely,$86.6 million and $85.3 million is long-termdais included in “Long-term deferred
revenue’as of March 31, 2013 and December 31, 2012, respicton the condensed consolidated balance shék#ges in the three mon
ended March 31, 2013 and 2012 are as follows (ngands):

Three Months Ended

March 31, March 31,
2013 2012
Balance at beginning of period $241,77. $212,17¢
Additions to deferred services rever 87,75: 89,28!
Amortization of deferred services rever (83,506) (76,145
Balance at end of peric $246,01! $225,31:
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The cost of providing these services for the thmeaths ended March 31, 2013 and 2012 was $36.®maind $33.0 million,
respectively.

Officer and Director | ndemnifications

As permitted or required under Delaware law anthéomaximum extent allowable under that law, then@any has certain obligations to
indemnify its current and former officers and diogs for certain events or occurrences while tHigef or director is, or was serving, at the
Company’s request in such capacity. The maximurarngial amount of future payments the Company cbeldequired to make under these
indemnification obligations is unlimited; howevére Company has a director and officer insurandieypthat mitigates the Company’s
exposure and enables the Company to recover apartiany future amounts paid. As a result of tkenany’s insurance policy coverage, the
Company believes the estimated fair value of tlimdemnification obligations is minimal.

Other Indemnifications

As is customary in the Company’s industry, as ptedifor in local law in the U.S. and other jurigitins, the Company’s standard
contracts provide remedies to its customers, saaetense, settlement, or payment of judgmentitetlectual property claims related to the
use of its products. From time to time, the Compiadgmnifies customers against combinations of, legpense, or liability arising from
various trigger events related to the sale andisieeof its products and services. In addition, ftone to time the Company also provides
protection to customers against claims relatechttiacovered liabilities, additional product liabilior environmental obligations.

10. INVESTMENTS AND FAIR VALUE MEASUREMENTS:

The Company had cash and cash equivalents of $&@2i@n and $477.1 million at March 31, 2013 andd@mber 31, 2012,
respectively. Cash and cash equivalents consisigif in banks, as well as highly liquid investmémtsioney market funds, time deposits,
savings accounts, commercial paper, U.S. governarehigency securities, municipal securities amparate debt securities. At March 31,
2013, the Company'’s long-term investments had ectial maturities of one to two years.

12
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In addition, the Company has short-term and lomgri@vestments in debt securities which are sunadras follows (in thousands):

Unrealized Unrealizec
Cost Basis Gains Losses Fair Value
Balances at March 31, 2013:
Investment<—Short-term:
U.S. government securitis $ 18,38’ $ 3 $ — $ 18,39(
U.S. government agency securit 80,831 31 — 80,86¢
Non-U.S. government securiti 1,51( — — 1,51(C
Corporate debt securitis 79,16( 27 (16) 79,17:
Total investment— shor-term $179,89: $ 61 $ (16 $179,93¢
Investment—Long-term:
U.S. government securitis $ 7,07 $ 4 $ — $ 7,07
U.S. government agency securit 19,52: 20 1) 19,54(
Non-U.S. government securitis 2,51¢ 3 — 2,51
Corporate debt securiti 16,52 2 (9) 16,51¢
Total investment- long-term $ 45,63: $ 29 $ (10 $ 45,65(
Balances at December 31, 201
Investments<—Short-term:
U.S. government securitis $ 24,20t $ 3 $ — $ 24,20¢
U.S. government agency securit 101,03t 39 5) 101,07(
Non-U.S. government securitis 1,52 — — 1,52
Corporate debt securitis 70,38t 20 (15) 70,39!
Total investment— shor-term $197,15: $ 62 $ (20 $197,19¢
Investments—Long-term:
U.S. government securiti $ 6,39¢ $ 4 $ — $ 6,40(
U.S. government agency securit 22,14t 17 2 22,16(
Non-U.S. government securitis 422 — — 422
Corporate debt securitis 21,36¢ — (17) 21,35
Total investment- long-term $ 50,33: $ 21 $ (19 $ 50,33!

As of March 31, 2013, the Company'’s total cash @ash equivalents and investments held in the UiSitates totaled $281.7 million
with the remaining $446.7 million held by variousdign subsidiaries outside of the United States.

U.S. Government Securities

The Company’s U.S. government securities are mastigprised of direct U.S. Treasury obligations #rat guaranteed by the U.S.
government. To ensure that the investment portislgufficiently diversified, the Company’s investni policy requires that a certain
percentage of the Company’s portfolio be investethése types of securities.

U.S. Government Agency Securities

The Company’s U.S. government agency securitiesnasly comprised of U.S. government agency instnts, including mortgage-
backed securities. To ensure that the investmettfigfio is sufficiently diversified, the Companyisvestment policy requires that a certain
percentage of the Company’s portfolio be investethése types of securities.

Non-U.S. Government Securities

The Company’s Non-U.S. government securities arstimoomprised of non-U.S. government instrumeintduding state, municipal
and foreign government securities. To ensure tiatrtvestment portfolio is sufficiently diversifiethe Company’s investment policy allows a
certain percentage of the Company’s portfolio heegted in these types of securities.

Corporate Debt Securities

The Company’s corporate debt securities are coeghio$ publicly-traded domestic and foreign corpembt securities. The Company
does not purchase auction rate securities, andigasstments are in instruments that meet highityuadedit rating standards, as specified it
investment policy guidelines. These guidelines &imd the amount of credit exposure to any one@ésor type of instrument.
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Unrealized Losses

The following table summarizes the fair value anasg unrealized losses of the Company’s investmartsiding those that are
categorized as cash equivalents, with unrealizesel® aggregated by type of investment instrumehteargth of time that individual securities
have been in a continuous unrealized loss positsoof March 31, 2013 and December 31, 2012 (inddiods):

Less than 12 Months 12 Months or Greater Total
Gross Gross Gross
Unrealizec Unrealized Unrealizec
Fair Value Losses Fair Value Losses Fair Value Losses
March 31, 2013:
U.S. government agencies securi $ 491t % nm $ — $ — $ 491t % (@]
Corporate debt securitis 51,98: (25) — — 51,98: (25)
Total investment $5690C $ (260 $ — $ — $56,90C $ (26
December 31, 2012:
U.S. government agency securit $21,76¢ $ "nHn $ — $ — $21,76¢ % (7
Corporate debt securitis 43,74 (32 1,99¢ — 45,74 (32
Total investment $6551 $ (39 $ 19%¢ $ — $6751C $ (39

The Company reviews the individual securities snpiortfolio to determine whether a decline in ausiég s fair value below the amortiz
cost basis is other-than-temporary. If the dedlirfir value is considered to be other-theamporary, the cost basis of the individual segusi
written down to its fair value as a new cost basid the amount of the wridewn is accounted for as a realized loss and i earnings ¢
other comprehensive income. During the three moarided March 31, 2013 and 2012, the Company dateththat there were no investme
in its portfolio that were other-than temporariypaired.

Private Company | nvestments

For strategic reasons the Company has made vaneestments in private companies. The private campavestments are carried at
cost and written down to their estimated net radliz value when indications exist that these imaests have been impaired. The Compan
not record such impairment charges during the threeths ended March 31, 2013 and 2012. The cdbkesE investments at both March 31,
2013 and December 31, 2012 was $2.0 million, amedsrded in “Other assets” in the Company’s cosddrconsolidated balance sheets.

Fair Value Measurements

Fair value is an exit price, representing the arhthat would be received to sell an asset or paidansfer a liability in an orderly
transaction between market participants. As swaihyilue is a markdtased measurement that should be determined basessomptions th
market participants would use in pricing an assdibility. As the basis for considering such asgtions, a three-tier value hierarchy
prioritizes the inputs used in measuring fair vadsdollows: (Level 1) observable inputs such asteg prices in active markets; (Level 2)
inputs other than the quoted prices in active martteat are observable either directly or indirgaihd (Level 3) unobservable inputs in which
there is little or no market data, which require @ompany to develop its own assumptions. Thisahiéy requires the Company to use
observable market data, when available, and tomimei the use of unobservable inputs when determifsim value. On a recurring basis, the
Company measures certain financial assets anditiebat fair value, including its marketable sgtes and foreign currency contracts.

The Company’s cash and investment instrumentslassified within Level 1 or Level 2 of the fair vad hierarchy because they are
valued using inputs such as quoted market priade&eb or dealer quotations, or alternative prickogirces with reasonable levels of price
transparency. The types of instruments valued basepioted market prices for identical assets fivaecnarkets include money market funds
and are generally classified within Level 1 of thi value hierarchy.

The types of instruments valued based on othemadisie inputs include U.S. Treasury securities atinér government agencies,
corporate bonds and commercial paper. Such institsnage generally classified within Level 2 of fag value hierarchy. Level 2 instruments
are priced using quoted market prices for simitatruments or nonbinding market prices that areobarated by observable market data. T
have been no transfers between Level 1 and Ledatiag the three months ended March 31, 2013. Tdragainy does not hold any
investments classified as Level 3 as of March 8132and December 31, 2012.
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As of March 31, 2013, the Company'’s fixed incomaikable-for-sale securities include U.S. Treaswljgations and other government
agency instruments (54%), corporate bonds (27%pnuercial paper (16%), non-U.S. Government secar{@86), and money market funds
(1%). Included in available-for-sale securitiesjgproximately $32.0 million of cash equivalentsjahhconsist of investments with original
maturities of three months or less and include manarket funds.

The principal market where the Company executdsliesgn currency contracts is the retail markedmnover-the-counter environment
with a relatively high level of price transparen@jie market participants and the Company’s countéigs are large money center banks and
regional banks. The Company’s foreign currency i@ms$ valuation inputs are based on quoted pricédgjaoted pricing intervals from public
data sources such as spot rates, interest rageatiffals and credit default rates, which do netive management judgment. These contracts
are typically classified within Level 2 of the faialue hierarchy. The fair value of the Companyarketable securities and foreign currency
contracts was determined using the following in@itsarch 31, 2013 and December 31, 2012 (in thulsa

Fair Value Measurements at March 31, 2013 Usin

Quoted Prices in Active Significant Other
Description Total Markets for Identical Assets Observable Inputs
(Level 1) (Level 2)
Assets:
Fixed income available-fosale
securities (a $257,48: $ 2,67( $ 254,81:
Foreign currency forward
contracts (b $ 9,451 $ — $ 9,451
Liabilities:
Foreign currency forward
contracts (c $ 3,18¢ $ — $ 3,18¢
Fair Value Measurements at December 31, 2012 Usi
Quoted Prices in Active Significant Other
Description Total Markets for Identical Assets Observable Inputs
(Level 1) (Level 2)
Assets:
Fixed income available-for-sale
securities (a $260,79. $ 79t $ 259,99
Foreign currency forward
contracts (b $ 4,15¢ $ — $ 4,15¢
Liabilities:
Foreign currency forward
contracts (c $ 3,27 $ — $ 3,27¢

(@ Included in cash and cash equivalents, and shdrtaag-term investments on the Compi’s condensed consolidated balance sh

(b) Included in short-term derivative assets apaitkexpenses and other current assets on the @gramandensed consolidated balance
sheets

(c) Included in sho-term derivative liabilities as other accrued lidglgk on the Compar' s condensed consolidated balance sh

The Companys current accounting policy and practice is naiffeet derivative assets and liabilities in its densed consolidated balal
sheets. See Note 11 of Notes to Condensed Consalifanancial Statements.

11. FOREIGN CURRENCY DERIVATIVES

The Company maintains a foreign currency risk manant program that is designed to reduce the litjaif the Company’s economic
value from the effects of unanticipated currenagtiiations. International operations generate mtanues and costs denominated in foreign
currencies. The Company'’s policy is to hedge sigaiift foreign currency revenues and costs to improargin visibility and reduce earnings
volatility associated with unexpected changes imency.

Non-Designated Hedges

The Company hedges its net foreign currency moyeissets and liabilities primarily resulting frooréign currency denominated
revenues and expenses with foreign exchange forearttacts to reduce the risk that the Company’siegs and cash flows will be adversely
affected by changes in foreign currency exchanggsrd’hese derivative instruments are carriediavédue
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with changes in the fair value recorded as inteaadtother income (expense), net. These derivatsteuments do not subject the Company to
material balance sheet risk due to exchange ratements because gains and losses on these de&vatie intended to offset remeasurement
gains and losses on the hedged assets and legillthe Company executes non-designated foreigraage forward contracts primarily
denominated in Euros, British Pounds, Israeli Stslrazilian Reais, Japanese Yen and Mexican Pesos

The following table summarizes the Company’s nalgrosition by currency, and approximate U.S. dalguivalent, at March 31, 2013
of the outstanding non-designated hedges (foraigrency and dollar amounts in thousands):

Original Maturities of 360 Days or Less Original Maturities of Greater than 360 Days
Foreign usD Foreign usD
Currency Equivalent Positions Currency Equivalent Positions
Brazilian Real 3,71¢ $ 1,84¢ Buy — $ — —
Brazilian Rea 7,12¢ $ 3,552 Sell — $ — —
Euro 27,817 $ 35,66( Buy 9,46° $  12,44¢ Buy
Euro 56,29¢ $ 72,89¢ Sell 33,55t $ 44,75 Sell
British Pounc 1,74: $ 2,64¢ Buy 6,66 $ 10,63t Buy
British Pounc 3,79: $ 5,752 Sell 10,48¢ $ 16,62 Sell
Israeli Sheke 18,41t $ 5,04¢ Buy 39,38¢ $ 10,15 Buy
Israeli Sheke 45,38 $ 12,34¢ Sell — $ — —
Japanese Ye 292,75t $ 3,11C Buy — $ — —
Japanese Ye 622,57: $ 6,67i Sell — $ — —
Mexican Pes: 9581 $  77¢ Buy — $ — —
Mexican Pes: 18,66¢ $ 1,48: Sell — $ — —

The following table shows the effect of the Compampon-designated hedges in the condensed contmdidtatements of operations for
the three months ended March 31, 2013 and 201Adimsands):

Amount of Gain or (Loss)

Derivatives Not Designated as Hedgin Location of Gain or (Loss) Recognized in Income on
Instruments Recognized in Income on Derivative Derivative
March 31,
March 31,
2013 2012
Foreign exchange contracts Interest and other income (expense) $ 2,33¢ $ (1,646

Cash Flow Hedges

The Company’s foreign exchange risk managementrano@bjective is to reduce volatility in the Comgareconomic value from
unanticipated foreign currency fluctuations. Ther(any designates forward contracts as cash flowdsedf foreign currency revenues and
expenses, primarily the Euro, British Pound anddbkrShekel. All foreign exchange contracts areiedrat fair value on the condensed
consolidated balance sheets and the maximum daraetifioreign exchange forward contracts does noteed thirteen months. Speculation is
prohibited by policy.

To receive hedge accounting treatment under ASCBé8vatives and Hedgingall cash flow hedging relationships are formally
designated at hedge inception, and tested botlp@ctgely and retrospectively to ensure the forwaomtracts are highly effective in offsetting
changes to future cash flows on the hedged transacfThe Company records effective spot to spahgbs in these cash flow hedges in
cumulative other comprehensive income until theyraclassified to revenue, cost of revenue or tingraxpenses together with the hedged
transaction. The time value on forward contracexiduded from effectiveness testing and recordedterest and other income (expense), ne
over the life of the contract together with anyfiaetive portion of the hedge.
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The following tables show the effect of the Comparerivative instruments designated as cash fledgles in the condensed
consolidated statements of operations for the thmeeths ended March 31, 2013 and 2012 (in thou3ands

Gain or (Loss,

Gain or (Loss, Recognized—
Ineffective
Reclassified Location of Gain or (Loss) Portion and
from OCI Recognized— Amount
Gain or (Loss) Location of Gain or (Loss) into Ineffective Portion Excluded
Recognized in Reclassified from OCI into Income— and Amount Excluded from
Three Months Ended March 31, OCIl—Effective Income—Effective Effective from Effectiveness
2013: Portion Portion Portion Effectiveness Testing Testing (a)
Foreign exchange contract Interest and other income
$ 2,957 Product revenue $ 627 (expense), ne $ —
Cost of revenue —
Sales and marketir 17¢
Research and developmt (109)
General and administrati 12
Total $ 2,951 $ 714 $ —
Three Months Ended March 31,
2012:
Foreign exchange contract Interest and other income
$ (1,567  Product revenue $ 2,37¢ (expense), ne $ (213)
Cost of revenue (232
Sales and marketir (484)
Research and developmt (307)
General and administrati (2329)
Total $ (1,567 $ 1,12} $ (211

(8) For both the three months ended March 31, 2032012, there were no gains or losses recorddtdaneffective portion. For the three
months ended March 31, 2012, the loss recordetkckbta the excluded time value portion of the hedlge immaterial, and there was no
such loss recorded in the three months ended MadrcB013,

As of March 31, 2013, the Company estimated tHatadlies reported in accumulated other compreherissome (loss) will be
reclassified to income within the next twelve manth

In the event the underlying forecasted transadimes not occur, or it becomes probable that itmatl occur, the related hedge gains and
losses on the cash flow hedge would be immediageliassified to interest and other income (expemsx)on the consolidated statements of
operations. For the three months ended March 313 26d 2012, there were no such gains or losses.

The following table summarizes the Company’s nalgrosition by currency, and approximate U.S. dalguivalent, at March 31, 2013
of the outstanding cash flow hedges, all of whidh@arried at fair value on the condensed congelihalance sheets (foreign currency and
dollar amounts in thousands):

Original Maturities
of Greater than 360 Days

Foreign usb

Currency Equivalent Positions
Euro 25,42 $ 33,28: Buy
Euro 60,17¢ $80,41¢ Sell
British Pounc 23,46! $ 37,08¢ Buy
British Pounc 18,17: $28,80: Sell
Israeli Sheke 79,98t $ 20,60: Buy

There were no outstanding cash flow hedge contreithsoriginal maturities of 360 days or less atrbta31, 2013. The estimates of fair
value are based on applicable and commonly quatedspand prevailing financial market informatianat March 31, 2013 and December 31,
2012. See Note 10 for additional information onfdievalue measurements for all financial assatslabilities, including derivative assets
and derivative liabilities that are measured atValue in the condensed consolidated financiaéstants on a recurring basis.
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The following table shows the Company’s derivaiiv&ruments measured at gross fair value as refldatthe condensed consolidated

balance sheets as of March 31, 2013 and Decemb&032 (in thousands):

(a)
(b)

Fair Value of Fair Value of Derivatives
Derivatives Designated Not Designated as Hedge
as Hedge Instruments Instruments
March 31, December 31 March 31, December 31
2013 2012 2013 2012
Derivative assets (a
Foreign exchange contrac $ 5,55¢ $ 2,99 $ 3,89 $ 1,16¢
Derivative liabilities (b):
Foreign exchange contra $ 2,18t $ 1,76( $ 1,00¢ $ 1,51

All derivative assets are recorded as prepaid amer @urrent assets in the condensed consolidatedde sheet
All derivative liabilities are recorded as othecaged liabilities in the condensed consolidatedihaé sheet:

Offsetting Derivative Assets and Liabilities

The Company has entered into master netting armaages with each of its derivative counterpartidsese arrangements afford the right

to net derivative assets against liabilities with same counterparty. Under certain default prongsithe Company has the right to setoff any
other amounts payable to the payee whether orrisd@ under this agreement. As a result of théimgprovisions, the Company’s maximum
amount of loss under derivative transactions dusredit risk is limited to the net amounts due fritte counterparties under the derivative
contracts. Although netting is permitted, it isreuntly the Company’s policy and practice to recaltdlerivative assets and liabilities on a gros:
basis in the condensed consolidated balance sheets.

The following table sets forth the offsetting ofigative assets as of March 31, 2013 and Decembe2@®L2 (in thousands):

Gross Amounts Not Offset in the
Condensed Consolidated
Balance Sheet:

Net Amounts

Of Assets
Presented ir
Gross Amounts the
Condensed
Gross Amounts Offset in the Consolidatec Cash
Condensed Collateral

of Recognized Consolidated Balance Financial Net

Assets Balance Sheet Sheets Instruments Pledged Amount
As of March 31, 2013;
Barclays $ 562¢ 3% — $ 5628 % (224 $ —  $3,38
Bank of Americe 3,59¢ — 3,59¢ (94¢€) — 2,65(
HSBC 66 — 66 — — 66
Morgan Stanle! 161 — 161 (2 — 15¢
Total $ 9,451 $ — $ 9451 % (3,189 $ — $6,26:
As of December 31, 2012

Barclays $ 1,961 $ — $ 1961 $ (1,409 $ — $ 55¢
Bank of Americe 2,00¢ — 2,00¢ (1,719 — 29C

HSBC — — — — — —
Morgan Stanle! 18¢ — 18¢ (101) — 88
Total $ 4158 3 — $ 415¢ % (322) $ — $ 931
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The following table sets forth the offsetting ofigiative liabilities as of March 31, 2013 and Ded®mn31, 2012 (in thousands):

Gross Amounts Not Offset in the
Condensed Consolidated
Balance Sheet:

Net Amounts

Gross Of Liabilities
Amounts Presented in
Gross Amounts Offset in the the Condense:
Condensed Cash
of Recognized Consolidated Consolidated Financial Collateral Net
Liabilities Balance Sheel Balance Sheel Instruments Pledged Amount
As of March 31, 2013:
Barclays $ 2,241 $ — $ 2,241 $ (2,24)) $ — $ —
Bank of Americe 94¢€ — 94¢ (94€) — —
HSBC — — — — — —
Morgan Stanle! 2 — 2 (2 — —
Total $ 3,18¢ $ — $ 3,18¢ $ (3,189 $ — $ —
As of December 31, 201z
Barclays $ 1,40¢ $ — $ 1,40¢ $ (1,409¢) $ — $ —
Bank of Americe 1,71¢ — 1,71¢ (1,719) — —
HSBC 46 — 46 — — 46
Morgan Stanle! 101 — 101 (107) — —
Total $ 3277 3 — $ 327t % (322) $ — $ 46

12. STOCKHOLDERS' EQUITY
Share Repurchase Program

From time to time, the Company’s Board of Directoas approved plans under which the Company migy discretion purchase shares
of its common stock in the open market. Duringttiree months ended March 31, 2013, the Companyckpased approximately 3.4 million
shares of common stock in the open market for $84llfbn of cash. The Company did not purchase stmgres of common stock from the o
market during the three months ended March 31, 284f March 31, 2013, the Company was authorteqourchase up to an additional
$39.1 million of shares in the open market underdhrrent share repurchase plan.

Accumulated Other Comprehensive | ncome

The following table summarizes the changes in actat®ed other comprehensive income, net of tax,dmponent for the three months
ended March 31, 2013 (in thousands). The tax eff@etre not shown separately, as the impacts wenaaierial.

Unrealizec

Unrealized
Gains and Gains and
Losses on Losses on
Cash Flow Available-for- Foreign
Currency
Three Months Ended March 31, 201! Hedges Sale Securitie Translation Total
Balance as of December 31, 2012 $ 1,01« $ 2 $ 3,18( $4,19¢
Other comprehensive income before reclassifical 2,951 (12 64 3,00¢
Amounts reclassified from accumulated other
comprehensive income ( (719 66 — (64¢€)
Net currer-period other comprehensive incol 2,24: 54 64 2,361
Balance as of March 31, 20 $ 3,251 $ 56 $ 3,24« $6,551
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(a) See Note 11 of Notes to Condensed Consolidatethcial Statements for details of gains and kmsset of taxes, reclassified out of
accumulated other comprehensive income into neniecrelated to cash flow hedges and each linedtemet income affected by the
reclassification. Gains and losses related to abkatfor-sale securities were reclassified intoH&tincome and (expense), net” in the
condensed consolidated statement of operatiorthéathree months ended March 31, 2013, net of &

13. STOCK-BASED EMPLOYEE BENEFIT PLANS
Stock-Based Compensation Expense

The following table summarizes stock-based compamsaxpense recorded for the three months endedhvidl, 2013 and 2012 and its
allocation within the condensed consolidated statemof operations (in thousands):

Three Months Ended

March 31, March 31,
2013 2012

Cost of sales — product $ 861 $ 95¢

Cost of sale~ service 1,47¢ 1,33¢

Stoclk-based compensation expense included in cost of 2,33 2,29

Sales and marketir 6,63¢ 7,64t

Research and developmt 4,721 4,54

General and administrati 4,07 3,26:

Stoclk-based compensation expense included in operatipgnee: 15,43 15,45¢
Stock-based compensation expense related to engpbayéty awards and

employee stock purchas 17,77 17,75:

Tax benefi 3,89¢ 2,46¢
Stock-based compensation expense related to engpbayety awards and

employee stock purchases, net of $13,87¢ $15,28¢

Stock-based compensation expense is not allocatseliments because it is separately managed etriherate level. No stock-based
compensation was capitalized during the three nsoatided March 31, 2013 and 2012 due to these ambaimtg immaterial.

Valuation Assumptions

The Company did not grant any stock options dutivegthree months ended March 31, 2013 and 20120uchase rights granted
pursuant to the Company’s employee stock purchiase(fESPP”), the estimated fair value per sharermployee stock purchase rights for the
two-year offering period commencing on Februar213 ranged from $2.93 to $4.57, compared to faine
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per share from $6.43 to $8.40 for the tyear offering period commencing on February 1, 20t fair value of each employee stock purc
right grant is estimated on the date of grant ustiegBlack-Scholes option valuation model and @®gmized as expense using the graded
vesting method using the following assumptions:

Three Months Ended

March 31, March 31,
2013 2012
Expected volatility 44.7¢-50.55% 48.2%+60.42%
Risk-free interest rat 0.11-0.27% 0.0€-0.23%
Expected dividend 0.0% 0.0%
Expected life (yrs 0.5-2.0 0.5-2.0

The Company computed its expected volatility asgionhased on blended volatility (50% historicalatdity and 50% implied
volatility). The selection of the blended volagiliissumption was based upon the Company’s assesrathlended volatility is more
representative of the Company’s future stock piieads as it weighs in the longer term historicahtility with the near term future implied
volatility.

The risk-free interest rate assumption is based whserved interest rates appropriate for the @ggddife of the Company’s employee
stock purchases.

The dividend yield assumption is based on the Caryipaistory of not paying dividends and the resudtfuture expectation of dividend
payouts.

The expected life of employee stock purchase riggpgesents the contractual terms of the underlgiogram.

As the stock-based compensation expense recoginizbed condensed consolidated statement of opesisobased on awards ultimately
expected to vest, such amounts have been reducedtimated forfeitures. Forfeitures are estimatiethe time of grant and revised, if
necessary, in subsequent periods if actual foriestdiffer from those estimates.

Performance Shares and Restricted Stock Units

The Compensation Committee of the Board of Directoay also grant performance shares and reststbe# units under the 2011
Equity Incentive Plan to officers, to non-employkeectors and to certain other employees or coastdtas a component of the Company’s
broad-based equity compensation program. Perforensinares represent a commitment by the Companmgliteedshares of Polycom common
stock at a future point in time, subject to thdillatent by the Company of pre-defined performandéeria. Such awards will be earned only if
performance goals over the performance periodbléstiad by or under the direction of the Compensa@ommittee are met. The number of
performance shares subject to vesting is deternah#te end of a given performance period. Gengriithe performance criteria are deemed
achieved, performance shares will vest from orértee years from the anniversary of the grant deéstricted stock units are time-based
awards that generally vest over a period of ortariee years from the date of grant.

The Company grants performance shares (“PSU”) wiicttain a market condition based on Total ShadgrdReturn (“TSR”) and
which measure the Company’s relative performaneénagithe NASDAQ Composite Index. The performarteas will be delivered in
common stock at the end of the vesting period bagdtie Company’s actual performance comparedettattyet performance criteria and may
equal from zero percent (0%) to one hundred fitycpnt (150%) of the target award. Stock-based eosation expense for these performanc
shares is recognized using the graded vesting miebring the three months ended March 31, 2013&i@, the Company granted 1,217,
and 996,826, respectively, performance sharesrtaiceemployees and executives, at a weighted geder value of $8.76 and $23.23 per
share, respectively. The TSR performance of th&e §rants is measured against the NASDAQ Compbsiiex and the grants are generally
divided evenly over three annual performance psramnmencing with calendar year 2013.

The Company also granted restricted stock unitS{UR during the three months ended March 31, 204B2012. The fair value of
restricted stock units is based on the closing etgrkice of the Company’s common stock on the datgant. The awards generally vest over
one to three years in equal annual installmentsaamh anniversary of the date of grant and will &lévdred in common stock at the end of eact
vesting period. Stock-based compensation expemsbdse restricted stock units is recognized usieggraded vesting method. During the
three months ended March 31, 2013 and 2012, thep@oyngranted 2,299,772 and 2,049,759 restricterk stoits at a weighted average fair
value of $9.38 and $21.36 per share, respectifeisther, during the three months ended March 3132the Compensation Committee of the
Board of Directors approved awards totaling 1,789,BSUs to certain officers, executives and em@sy@&hese RSU awards will be granted
on the date of the Company’s annual meeting okéimiders, currently scheduled for June 5, 2013jestito the employees’ continued
employment through the grant date, and only ifGloenpany’s proposal to increase the shares availataler its 2011 Equity Incentive Plan is
approved by the stockholders.

21



Table of Contents

Non-employee directors currently receive annualrdeaf RSU’s. The RSU’s vest quarterly in four dgnatallments over
approximately one year from the date of grant. fHirevalue of these awards is the fair market vaifithe Company’s common stock on the
date of grant. Stockased compensation expense for these awards igtjg@enortized over six months from the date Gfrgrdue to voluntai
termination provisions contained in the underlyaggeements. During the three months ended MarcB®BB and 2012, there were no RSUs
granted to non-employee directors.

Employee Stock Purchase Plan

Under the current ESPP, the Company can grant stacthase rights to all eligible employees duririgza-year offering period with
purchase dates at the end of each six-month pwgreatod (each January and July). Participantsiloekpurchase price per share at the
beginning of the offering period upon plan enrolihéf the stock price on any subsequent offeriaggal enrollment date is less than the lock-
in price, the ESPP has a reset feature that auimatiptwithdraws and re-enrolls participants intaew two-year offering period. Further, the
ESPP permits participants to increase or decreageiloution elections at the end of a purchaseogeior future purchase periods within the
same offering period. Shares are purchased threomgfioyees’ payroll deductions, currently up to aimmaum of 15% of employees’
compensation, at purchase prices equal to 85%ede#ser of the fair market value of the Compangimmon stock at either the date of the
employee’s entrance to the offering period or thecpase date. No participant may purchase more%Ba;900 worth of common stock in any
one calendar year period, or 10,000 shares of canstozk on any one purchase date.

During the three months ended March 31, 2013 ai@,2D,634,299 and 748,496 shares were purchasgmbatévely. At March 31, 2013,
there were 6,529,124 shares available to be issuger the employee stock purchase plan. The staskebcompensation cost recognized in
connection with the employee stock purchase plaimgihe three months ended March 31, 2013 and 2@k2$4.2 million and $5.2 million,
respectively.

In the three months ended March 31, 2013 and 26&2;ompany modified the terms of certain exisimgrds under its ESPP. In the
quarter ended March 31, 2013, the modification @uwesto an increase in contribution elections fourfel purchase periods by certain
participants enrolled in the offering period stdrtan August 1, 2012 and resulted in a cumulative #tillion of incremental expenses to be
recognized over the vesting term. In the quartdedrMarch 31, 2012, the modification was primaaitya result of the stock price as of the
offering period date being lower than it was onitligal enrollment date, which triggered the reantl rollover feature of the ESPP, and
incurred a resultant cumulative $9.3 million ofri@mental expenses to be recognized over the vesting Approximately $3.0 million of the
incremental expenses was recognized in the threghme@nded March 31, 2013 related to modificatidggered by both the reset and rollover
feature and increases in contribution. Approxima$dl.2 million of the incremental expenses was gaced in the three months ended
March 31, 2012 related to the modification duehim teset and rollover feature.
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14. COMPUTATION OF NET INCOME PER SHARE

Basic net income per share is computed by dividieigncome by the weighted average number of comshares outstanding for the
period. Diluted net income per share reflects thditional dilution from potential issuances of coomstock, such as stock issuable pursua
the exercise of outstanding stock options. Potliytidutive shares are excluded from the compuotatf diluted net income per share when
their effect is antidilutive.

A reconciliation of the numerator and denominatdoasic and diluted net income per share is pralaefollows (in thousands except
per share amounts):

Three Months Ended

March 31, March 31,
2013 2012
Numerato—basic and diluted net income per shi
Net income from continuing operatio 2,115 12,34¢
Income from discontinued operations, net of te — 2,75
Gain from sale of discontinued operations, netgés 45¢ —
Net income $ 2,57¢ $ 15,107
Denominatc—basic and diluted net income per shi
Weighted average shares used to compute basinamehée per shai 176,07¢ 177,42
Effect of dilutive common stock equivalen
Stock options to purchase common st 10 61¢
Restricted common stock award, performance shadstack
purchase right 3,057 2,442
Total shares used in calculation of diluted nebme per share
continuing operation 179,14 180,48t
Basic net income per shal
Net income per share from continuing operati $ 0.01 $ 0.07
Income per share from discontinued operationsphtetxes — $ 0.0z
Gain from sale of discontinued operations, nebwés — —
Basic net income per she $ 0.01 $ 0.0¢
Diluted net income per shai
Net income per share from continuing operati $ 0.01 $ 0.07
Income per share from discontinued operationsphtetxes — 0.0z
Gain from sale of discontinued operations, nebwés — —
Diluted net income per shat $ 0.01 $ 0.0¢

Earnings per share amounts for continuing operstidiscontinued operations, gain from sale of difooed operations, and net income,
as presented in the condensed consolidated stat®ofesperations are calculated individually and/mat sum due to rounding differences.

Diluted shares outstanding include the dilutiveeetfof in-themoney options which is calculated based on theageshare price for ea
fiscal period using the treasury stock method. Wrde treasury stock method, the amount that thgl@me must pay for exercising stock
options, the amount of compensation cost for fusemrices that the Company has not yet recognasdithe amount of tax benefit that would
be recorded in additional paid-in capital whenaherd becomes deductible are assumed to be usepuichase shares. For the three months
ended March 31, 2013 and 2012, approximately 1lifomiand 1.2 million shares, respectively, relgtio potentially dilutive securities,
primarily from stock options and restricted comnstock awards, were excluded from the denominattimércomputation of diluted net inco
per share because their inclusion would be anttidé.
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15. BUSINESS SEGMENT INFORMATION

The Company conducts its business globally andaisaged geographically in three segments: (1) Aragriwhich consist of North,
Central and Latin Americas, (2) Europe, Middle Easl Africa (“EMEA”) and (3) Asia Pacific (“APAC”)The segments are determined in
accordance with how management views and evaltl@eSompany’s business and allocates its resowoeshased on the criteria as outlined
in the authoritative guidance. The revenue andaijpey results of each segment for the quarter eivtirdh 31, 2012 have been revised to
exclude the results from discontinued operatiorisckvprimarily impacted the Americas and EMEA segteend to a lesser extend its APAC
segment. Effective January 1, 2013, the Compangrbémallocate certain services costs previougipnted within the Americas segment into
both the EMEA and APAC segments in order to mog@griately align costs among the segments withasociated revenues. As such, all
prior periods reported were also reclassified tof@onm to the current year presentation.

Segment Revenue and Profit

Segment revenues are attributed to a theater lmastiek ordering location of the customer. A sigfit portion of each segment’s
expenses arise from shared services and infragteutttat Polycom has historically allocated togegments in order to realize economies of
scale and to use resources efficiently. These egseinclude information technology services, faesiand other infrastructure costs.

Segment Data

The results of the reportable segments are dediredtly from Polycom’s management reporting systéhe results are based on
Polycom’s method of internal reporting and arenegiorted in conformity with accounting principlesngrally accepted in the United States.
Management measures the performance of each sebasat on several metrics, including contributi@argin as defined below. For internal
reporting purposes and determination of segmerttiboition margins, geographic segment revenuesdiféar slightly from actual geographic
revenues due to internal revenue allocations betwee Company’s segments.

Asset data, with the exception of gross accoumsivable, is not reviewed by management at the sagtavel.

Financial information for each reportable geographséegment as of March 31, 2013 and December@®, @nd for the three months
ended March 31, 2013 and 2012, based on the Corigoabtgrnal management reporting system and aigedilby the Company’s Chief
Executive Officer who is its Chief Operating DeoisiMaker (“CODM?"), is as follows (in thousands) :

Americas EMEA APAC Total

For the three months ended March 31, 2(

Revenue $170,98: $89,09: $78,67¢ $338,75:
% of total revenut 51% 2€% 23% 10C%
Contribution margir 69,22¢ 37,56( 30,84 137,63«
% of segment reveni 40% 42% 3% 41%
For the three months ended March 31, 2(

Revenue $165,22! $93,30: $87,18: $345,71(
% of total revenu 48% 27% 25% 10C%
Contribution margir 69,13¢ 39,10( 35,19¢ 143,43!
% of segment reveni 42% 42% 40% 41%
As of March 31, 2013: Gross accounts receiv. 92,32( 64,28: 63,10: 219,70!
% of total gross accounts receival 42% 29% 29% 10C%
As of December 31, 2012: Gross accounts recei\ 100,49: 67,52¢ 71,12¢ 239,15:
% of total gross accounts receival 42% 28% 30% 10C%

Segment contribution margin includes all geogragkigment revenues less the related cost of salediigtt sales and marketing
expenses. Management allocates some infrastruobste such as facilities and IT costs in deterngisi@gment contribution margin.
Contribution margin is used, in part, to evaluéie performance of, and allocate resources to, efitte segments. Certain operating expense
are not allocated to segments because they areagelpananaged at the corporate level. These wwdtd costs include corporate
manufacturing costs, sales and marketing costs tiha direct sales and marketing expenses, ré¢saartdevelopment expenses, general an
administrative costs, such as legal and accountbagk-based compensation costs, acquisition-gklaists, amortization of purchased
intangibles, restructuring costs and interest ahdrancome (expense), net.
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The reconciliation of segment information to Polycoonsolidated totals is as follows (in thousands):

Three Months Ended

March 31, March 31,
2013 2012

Segment contribution margin $ 137,63« $143,43!
Corporate and unallocated co (107,709 (99,397
Stoclk-based compensatic 7,777 (17,757
Effect of stocl-based compensation cost on warranty exp (157) (18¢)
Acquisitior-related cost (3,329 (1,919
Amortization of purchased intangibl (3,750 (4,236
Restructuring cosl (5,427) (2,927
Severance costs associated with CFO retirel — (115)
Legal costs associated with former officer indencation — (929)
Interest and other income (expense), (759 (1,787
Income (loss) from continuing operations beforevggion for income taxe $ (1,259 $ 14,19¢

December 31

March 31,
2013 2012

Gross accounts receivables $219,70! $ 239,15:
Returns and related resen (37,099 (41,57¢)
Allowance for doubtful accoun (2,706 (2,92))
Total trade receivables, r $179,90: $ 194,65«

The following table summarizes the Company’s reesnoy groups of similar products and services #®As (in thousands):

Three Months Ended

March 31, March 31,
2013 2012
Net Revenues
UC group system $232,42¢ $240,48¢
UC personal device 49,24¢ 45,45;
UC platform 57,08( 59,76¢
Total $338,75: $345,71(

During the three months ended March 31, 2013 ad@ 2the customer from the Americas segment, ScanS&&@ommunications,
accounted for 17% and 15% of the Compamgvenues, respectively. At March 31, 2013 andcebdoer 31, 2012, no single customer accot
for more than 10% of gross accounts receivable.

16. INCOME TAXES
The following table presents the income tax expéheaefit) from continuing operations and the affextax rates:

Three Months Ended

March 31, March 31,
2013 2012
Income tax expense (benefit) from continuing openst(in thousands) $(3,37)) $ 1,85(
Effective tax rate 268.¢% 13.(%

For the three months ended March 31, 2013, the @agnpecorded an income tax benefit of $3.4 miljwimarily due to impacts
associated with proportional earnings from the Camy{s operations in lower tax jurisdictions, redogrpermanent
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adjustments, and discrete benefits recorded dtiiagjuarter, $2.2 million of which was due to temstatement of the federal research and
development tax credit signed into law on Janua®023, but retroactive to 2012, and $0.8 milliérmvbich was due to tax benefits realized or
disqualifying dispositions of stock from the Comparemployee stock purchase plan. The Companyéctffe tax rate for the three months
ended March 31, 2013 and 2012 was 268.8% and 13e3¥ectively. The effective tax rate differs frtme U.S. federal statutory rate of 35%
due primarily to favorable tax rates associateth wértain earnings from the Company’s operatiorswer-tax jurisdictions throughout the
world, partially offset by non-deductible stock-bdscompensation expense.

As of March 31, 2013, the amount of gross unrecaghitax benefits was $23.7 million, all of whichwla affect the Compang’effective
tax rate if realized. The Company recognizes isteareome and interest expense and penalties ocovieErpayments and underpayments within
income tax expense. As of March 31, 2013 and 2E2Company had approximately $1.5 million and $g2ilion, respectively, of accrued
interest and penalties related to uncertain taktipas. The Company anticipates that, except fob$illion in uncertain tax positions that may
be reduced related to the lapse of various statdtisitation, there will be no material changesuincertain tax positions in the next 12 mor
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Item 2. MANAGEMENT 'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AN D RESULTS OF OPERATIONS

YOU SHOULD READ THE FOLLOWING DISCUSSION AND ANASYIS CONJUNCTION WITH OUR CONDENSED CONSOLIDATED
FINANCIAL STATEMENTS AND RELATED NOTES. EXCEPT RGRORICAL INFORMATION, THE FOLLOWING DISCUSSI
CONTAINS FORWARD LOOKING STATEMENTS WITHIN THE MESNOF SECTION 27A OF THE SECURITIES ACT OF 193B AN
SECTION 21E OF THE SECURITIES EXCHANGE ACT OF 1M984EN USED IN THIS REPORT, THE WORDS “MAY,” “BELEV
“COULD,” “ANTICIPATE,” "WOULD,” “MIGHT,” “PLAN,” “E ~ XPECT,” “WILL,” “INTEND,” “POTENTIAL,” “OBJECTIVE,”
“STRATEGY,” “SHOULD,” “DESIGNED,” AND SIMILAR EXPR&SIONS OR THE NEGATIVE OF THESE TERMS ARE INTENBED
IDENTIFY FORWARD LOOKING STATEMENTS. THESE FORWIBOKING STATEMENTS, INCLUDING, AMONG OTHER THIN
STATEMENTS REGARDING OUR UNIQUE POSITION AND ANFACED PRODUCTS, IMPORTANT DRIVERS, CUSTOMER AND
GEOGRAPHIC REVENUE LEVELS AND MIX, GROSS MARGIRERATING COSTS AND EXPENSES AND OUR CHANNEL
INVENTORY LEVELS, INVOLVE RISKS AND UNCERTAINTIESR ACTUAL RESULTS MAY DIFFER SIGNIFICANTLY FROMDBH
PROJECTED IN THE FORWARD LOOKING STATEMENTS. FAGGTORAT MIGHT CAUSE FUTURE RESULTS TO DIFF
MATERIALLY FROM THOSE DISCUSSED IN THE FORWARD LBIGKSTATEMENTS INCLUDE, BUT ARE NOT LIMITE D TOOSE
DISCUSSED IMRISK FACTORS” IN THIS DOCUMENT, AS WELL AS OTHERORMATION FOUND IN THE DOCUMENTS WE FILE
FROM TIME TO TIME WITH THE SECURITIES AND EXCHANGEMMISSION, INCLUDING THE ANNUAL REPORT ON FORMK
FOR THE YEAR ENDED DECEMBER 31, 20

Overview

We are a global leader in open, standards-baséi@disbmmunications and collaboration (“UC&C”) stiins for voice and video
collaboration. Our solutions are powered by they8wh® RealPresené& Platform, comprehensive softinfreesstructure and rich application
programming interfaces (“APIs”) that interoperatiéhma broad set of communication, business, mohite, cloud applications and devices to
deliver secure face-to-face video collaboratiorosswdifferent environments. With Polycém RealPresérvideo and voice solutions, from
infrastructure to endpoints for all environmentsgple all over the world can collaborate face-twefawithout being in the same physical
location. Individuals and teams can connect, conicate, and collaborate through a high-definitiosual experience from their desktops,
meeting rooms, classrooms, home offices, mobilécdsyweb browsers, and specialized solutions aachdeo carts for healthcare
applications. By removing the barriers of distaand time, connecting experts to where they areetatbst, and creating greater trust and
understanding through visual connection, we enpbtple to make better decisions faster and to aser¢heir productivity while saving time
and money and being environmentally responsible.

We sell our solutions globally through a high-tosetles model that leverages our broad network arfichl partners, including
distributors, value-added resellers, system integsaleading communications services providerd,ratailers. We manufacture our products
through an outsourced model optimized for quali®iability, and fulfillment agility.

We believe important drivers for the adoption ofyltom UC&C solutions include:

» growth of video as a preferred method of commuiicag¢verywhere

» increasing presence of video on the desk

» growth of vidercapable mobile devices (including tablets and goharies)

» expansion of social business tools with integratet-based video collaboratio

» adoption of UC&C by small and medium businessesgawernments globally

» growth of the number of teleworkers globa

» emergence of Bring Your Own Device (BYOD) programbusinesses of all size

e demand for UC&C solutions for business-to-busiresamunications and the move of consumer applicgatioto the business
space, an

e continued commitment by organizations and individua reduce their carbon footprint and expenseshmpsing remote
connectivity over trave
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We believe we are uniquely positioned as the UC&Gsgstem partner of choice through our strategithpeships, support of open
standards, innovative technology and customer-cegtr-to-market capabilities.

Revenues for the three months ended March 31, 2@t8 $338.8 million, a decrease of $7.0 million2&6, from the same period of
2012. On a year-over-year basis, our product rezedecreased 6% while our service revenues inadf8é. The decrease in product
revenues was primarily a result of lower saleswfldC group systems and, to a lesser extent, Utfopta products, partially offset by
increased sales of our UC personal devices prodlleesincrease in service revenues was driven pilyntay increased maintenance service
revenues on a larger installed base and increaagdanance service renewals year-over-year. Freggment perspective, the Americas
segment revenues accounted for 51% of our revanuhe first quarter of 2013 and increased by 3%aspared to the first quarter of 2012.
Our EMEA and APAC segment revenues accounted fés @6d 23% of our revenues, respectively, in the §juarter of 2013 and decrease
5% and 10%, respectively, as compared to thediratter of 2012. Total product revenues declined-peer-year in our EMEA and APAC
segments, but grew in our Americas segment. Sexvaeenues increased year-over-year in all of egments. See Note 15 of Notes to
Condensed Consolidated Financial Statements fardumformation on our segments, including a sumynafour segment revenues, segment
contribution margin and segment gross accountsvaule. The discussion of results of operationthatconsolidated level is also followed &
discussion of results of operations by segmenthfethree months ended March 31, 2013 and 2012.

While we generally experience slower sequentiaénere growth in the first quarter, we also expeeha year-over-year revenue
decrease in the quarter ended March 31, 2013. \likvbehe decrease in revenues was due to sewstalr$, including a company and indu
transition from point products to solution sellwdich resulted in some customers requiring addiiidime to consider a more UC&C centric
strategy versus point product or end point onlylagpents; slower public sector spending in Northekita; lower revenues in our EMEA
segment impacted by economic conditions in Eurapd;continuing slowdown of government spendingtiveokey geographies such as
China.

Operating margins decreased by 5 percentage poittie three months ended March 31, 2013 as cordpariéne same period in 2012,
primarily due to operating expenses increasingsolute dollars by 5% while revenues decreased/byear-over-year. Operating expenses
increased as a percentage of revenues to 59% thréw months ended March 31, 2013 from 55% irs#tme period in 2012. The increase in
operating expenses was primarily due to increasadd¢ount-related costs, increased acquisitione@ladsts and increased restructuring costs
including the consolidation of certain facilities.

During the three months ended March 31, 2013, wegged approximately $49.0 million in cash flowrfr operating activities, which
after the impact of investing and financing aciestdescribed in further detail under “Liquidityda@apital Resources,” resulted in a $25.8
million net increase in our total cash and cashwedents.

On March 1, 2013, we completed the acquisitionesfain assets of Sentri, Inc. (“Sentri”), a privgtbeld services company based in
Massachusetts with expertise in Microsoft techni@egThe acquisition expands our advanced servifesngs with an emphasis on multi-
vendor UC solutions that can encompass video, ydi&, and networking. The acquisition of Sestexpected to complement current partne
capabilities and create new revenue, expertisejaamidgo-to-market opportunities, through an exgiesth UC&C expertise practice. The
financial results of Sentri have been includedunmsults of operations from the date of acquisiti
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Results of Operations for the Three Months Ended March 31, 2013 and 2012
The following table sets forth, as a percentagewénues, condensed consolidated statements aitmper data for the periods indicated.

Three Months Ended

March 31, March 31,
2013 2012
Revenues
Product revenue 73% 76%
Service revenue 27% 24%
Total revenue 10(% 10C%
Cost of revenue:
Cost of product revenues as a % of product reve 41% 40%
Cost of service revenues as a % of service reve 41% 41%
Total cost of revenue 41% 40%
Gross profit 58% 60%
Operating expense
Sales and marketir 32% 32%
Research and developmt 1€% 14%
General and administratiy 7% 6%
Amortization of purchased intangibl 1% 1%
Restructuring cosl 2% 1%
Acquisitior-related cost 1% 1%
Total operating expens: 58% 55%
Operating income (los! (0%) 5%
Interest and other income (expense), (0%) (1%)
Income (loss) from continuing operations beforevggion for
income taxe: (0%) 4%
Provision for (benefit from) income tax (1%0) 1%
Net income from continuing operatio 1% 3%
Income from discontinued operations, net of te 0% 1%
Gain from sale of discontinued operations, netgés 0% 0%
Net income 1% 1%

Revenues

We manage our business primarily on a geographsis barganized into three geographic segmentsn@urevenues, which include
product and service revenues, for each segmesuanenarized for the periods indicated in the follogvtable:

Three Months Ended

March 31, March 31, Increase
$ in thousands 2013 2012 (Decrease
Americas $170,98: $165,22¢ 3%
% of revenue 51% 48%
EMEA $ 89,09: $ 93,30 (5)%
% of revenue 26% 27%
APAC $ 78,67¢ $ 87,18: (10)%
% of revenue 23% 25%
Total revenue: $338,75. $345,71( (2%
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Total revenues for the three months ended Marc2@13 were $338.8 million, a decrease of $7.0 amillior 2%, from the same period
2012. The decrease in revenues was due to a $1ltidnpor 6%, decrease in product revenues, pdytaifset by an increase in service
revenues of $8.2 million, or 10%, in the three rharénded March 31, 2013 as compared to the sarnuel pei2012. The decrease in product
revenues was primarily a result of lower saleswfldC group systems and UC platform products, pliytoffset by increased sales of our UC
personal devices year-over-year. The increaseruicgerevenues was primarily due to increased reasntice service revenues on a larger
installed base and increased maintenance servieaveds year-over-year.

Our Americas segment revenues increased by $5l@mior 3%, in the three months ended March 31,328 compared to the same
period in 2012. Our EMEA and APAC segment reverdexseased by $4.2 million, or 5%, and $8.5 million10%, respectively, in the three
months ended March 31, 2013 as compared to the pariwel in 2012. The overall decrease in revenugdvaen by decreased revenues ac
many of our key geographic markets, including Chindia, Germany, Canada, Mexico, France, and alisis countries, partially offset by
increases in the United States, Japan, Brazil lrmdlhited Kingdom. Service revenues increased gear-year in all our segments, while
product revenues grew year-over-year in the Amerésgment but declined in the EMEA and APAC segment

In the three months ended March 31, 2013 and 28H& channel partner, ScanSource Communicatiomsiridmericas segment
accounted for 17% and 15% of our total net revengspectively. We believe it is unlikely that tlees of any of our channel partners would
have a long term material adverse effect on ousalishated net revenues or segment net revenues aslieve end-users would likely
purchase our products from a different channehgartHowever, a loss of any one of these channmélgra could have a material adverse
impact during the transition period.

In addition to the primary view on a geographici®ase also track revenues by groups of similadpots and services for various
purposes. The following table presents revenuegrfmips of similar products and services:

Three Months Ended

March 31, March 31, Increase
$ in thousands 2013 2012 (Decrease
UC group systems $232,42¢ $240,48¢ (3)%
UC personal device 49,24¢ 45,45; 8 %
UC platform 57,08( 59,76¢ (4%
Total revenue $338,75. $345,71( (2%

UC group systems include all immersive telepresegierip video and group voice systems productsiamdelated service elements. ~
decrease in UC group systems of $8.1 million, or Bf#the three months ended March 31, 2013 fronms#tme period in 2012 was primarily
driven by decreases in sales of our group videogaadp voice products and related services in ti&E and APAC segments and decreases
in sales of our immersive telepresence productgelated services in all our geographic segmerits.decreases were partially offset by
increased sales of our group voice and, to a lesgent, our group video products and related sesvin our Americas segment.

UC personal devices include desktop video deviodsdesktop voice products and the related senkaants. The increase in UC
personal devices of $3.8 million, or 8%, in theethmonths ended March 31, 2013 from the same pieri@dl2 was primarily due to increased
sales of our desktop voice products and relatedcgsr in our Americas and EMEA segments, partiaffget by a decrease in desktop voice
products and related services in our APAC segn@vwerall, the increase in UC personal devices reggmas due in part to increased demanc
for our Microsoft® Lync® interoperable solutions ahe continued adoption of VoIP technologies.

UC platform includes our RealPreserice Platformward and software products and the related seek@eents. The decrease in UC
platform revenue of $2.7 million, or 4%, in theeBrmonths ended March 31, 2013 from the same piridd12 was driven by decreased
revenues from our UC platform products in our Ammasiand APAC segments, partially offset by an meedn UC platform revenues in our
EMEA segment. UC platform product revenues deckd8&6 year-over-year across all our segments gligrtiffset by increased revenues of
17% from the related service elements. UC platfwenues decreased primarily as a result of lowblipsector spending in North America.
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Cost of Revenues and Gross Margins

Three Months Ended

March 31, March 31, Increase
$ in thousands 2013 2012 (Decrease
Product Cost of Revenues $101,87¢ $105,13( (3)%
% of Product Revenu 41% 40% 1pt
Product Gross Margir 5% 60% (Dpt
Service Cost of Revenu $ 37,773 $ 34,24« 10%
% of Service Revenu 41% 41% —
Service Gross Margir 5% 59% —
Total Cost of Revenue $139,65! $139,37- —
% of Total Revenue 41% 40% 1pt
Total Gross Margin 59% 60% (Dpt

Cost of Product Revenues and Product Gross Margins

Cost of product revenues consists primarily of caettmanufacturer costs, including material anddatitabor, our manufacturing
organization, tooling depreciation, warranty exgerigeight expense, royalty payments, amortizatiboertain intangible assets, stock-based
compensation costs and an allocation of overhepdreses, including facilities and IT costs. Cogprafduct revenues and product gross
margins included charges for stock-based compamsafi$0.9 million and $1.0 million for the threenths ended March 31, 2013 and 2012,
respectively. Cost of product revenues at the sagieeel consists of the standard cost of prodereénues and does not include items such a¢
warranty expense, royalties, and the allocatioovefrhead expenses, including facilities and IT ost

Overall, product gross margins decreased by 1 p&rge point in the three months ended March 313 281compared to the same perioc
in 2012, primarily due to lower than expected prdiales and changes in product mix, partiallyeiffs/ decreases in warranty expense and
amortization of purchased intangibles. From a seymerspective, product gross margins decreasedridmericas and EMEA segments but
increased in our APAC segment in the three momtlde@ March 31, 2013 as compared to the same perR@il2.

Cost of Service Revenues and Service Gross Margins

Cost of service revenues consists primarily of miatand direct labor, including stock-based congaion costs, depreciation, and an
allocation of overhead expenses, including faesitand IT costs. Cost of service revenues andcgegvoss margins included charges for stock
based compensation of $1.5 million and $1.3 milfionthe three months ended March 31, 2013 and ,2@kpectively.

Overall, service gross margins remained flat intthee months ended March 31, 2013 as compardzb tsaime period in 2012, primarily
due to increased services revenues being offsiichgased cost of services. Service revenues isedday 10% yeapver year, primarily due
increased maintenance service revenues on a iagdalied base and increased maintenance serviegvads. The increase in direct spending
costs was as a result of increased headcountdetatts and IT and facilities allocations. Servieggnization headcount increased by 29%
from March 31, 2012 to March 31, 2013, includingéheount from the Sentri acquisition completed irdha2013. Service gross margins as a
percentage of revenues were up in our EMEA and AB&@nents but down in our Americas segment fothttte®® months ended March 31,
2013 as compared to the same period in 2012.

Total Cost of Revenues and Total Gross Margins

Overall, total gross margins as a percentage @fmaes decreased by 1 percentage point for the thweéhs ended March 31, 2013 as
compared to the same period in 2012. The decreas¢al gross margins was driven primarily by tleertase in the product gross margins, as
discussed under Cost of Product Revenues and Rr@dass Margins, while the service gross marginsaiaed relatively flat, as discussed
under Cost of Service Revenues and Service Grosgihéa

We expect gross margins to remain relatively fiathie near term. Forecasting future gross margioepgages is difficult, and there are a
number of risks related to our ability to maintainimprove our current gross margin levels. Outt cbsevenues as a percentage of revenues
can vary significantly based upon a number of facsnich as the following: uncertainties surroundagenue levels, including future pricing
and/or potential discounts as a result of the ecgnor in response to the strengthening of the doBar in our international markets, and
related production level variances; competitior; éixtent to which new services sales accompanprodgiuct sales, as well as maintenance
renewal rates; changes in technology; changesiahugt mix; variability of stockbased compensation costs; royalties to third pgrtiglization
of our professional services personnel as we dpvalo
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professional services practice and as we maketimeszgs to expand our professional services offsriimgreasing costs for freight and repair
costs; our ability to achieve greater efficiendrethe installations of our immersive telepresepielucts; manufacturing efficiencies of
subcontractors; manufacturing and purchase pridanaes; higher prices on commodity componentsravdy and recall costs and the timing
of sales. In order to control expenses in any giyagrter, we have taken actions to reduce costsasianposing travel restrictions, postponing
salary increases, requesting employees to useipadff or implementing other cost control measui®uch actions may not be able to be
implemented in a timely manner or may not be swsfaég completely offsetting the impact of lowdran-anticipated revenues.

Sales and Marketing Expenses

Three Months Ended

March 31, March 31,
$ in thousands 2013 2012 Decreas:
Expenses $108,71! $112,16° (3)%
% of Revenue 32% 32% —

Sales and marketing expenses consist primarilglafies and commissions for our sales force, inofydtock-based compensation costs
advertising and promotional expenses, product ntiakexpenses, and an allocation of overhead exgenscluding facilities and IT costs.
Sales and marketing expenses, except for direes sald marketing expenses, are not allocated teeguments. Sales and marketing expenses
included charges for stock-based compensation 6f$@lion and $7.6 million for the three monthsded March 31, 2013 and 2012,
respectively.

Sales and marketing expenses decreased by $3idmdfr 3%, and were flat as a percentage of rexffior the three months ended
March 31, 2013 as compared to the same periodlg.2lhe decrease in sales and marketing expensbsdatute dollars was due primarily to
decreased compensation costs, including commissiosthstock-based compensation expenses, partfést by increased spending on
marketing programs. Sales and marketing headcaanedsed by 7% from March 31, 2012 to March 3132¥la result of delayed hiring frc
recent attrition in order to better align costshwitvenues.

We expect our sales and marketing expenses taaserdightly in absolute dollars in the near teExpenses will also fluctuate
depending on revenue levels achieved as certaiensgs, such as commissions, are determined basaedhe@revenues achieved. Forecasting
sales and marketing expenses as a percentageeoiuesis highly dependent on expected revenueslanel could vary significantly depend
on actual revenues achieved in any given quartark&ting expenses will also fluctuate dependingupe timing and extent of marketing
programs as we market new products. Sales and tirylexpenses may also fluctuate due to increagedhiational expenses and the impa
changes in foreign currency exchange rates. Inrdodeontrol expenses in any given quarter, we liaken actions to reduce costs such as
imposing travel restrictions, postponing salary@ases, requesting employees to use paid time offdementing other cost control measu
Such actions may not be able to be implementedimely manner or may not be successful in compleattsetting the impact of lower than
anticipated revenues.

Research and Development Expenses

Three Months Ended

March 31, March 31,
$ in thousands 2013 2012 Increase
Expenses $55,93: $49,70: 13%
% of Revenue 16% 14% 2pts

Research and development costs are expensed adhand consist primarily of compensation costsluiding stock-based
compensation costs, outside services, expensediaisiteepreciation and an allocation of overhegukases, including facilities and IT costs.
Research and development costs are not allocataar ttegments. Research and development expemhgedead charges for stock-based
compensation of $4.7 million and $4.5 million foetthree months ended March 31, 2013 and 2012%cteely.

Research and development expenses increased byniboR, or 13%, for the three months ended Ma3¢has compared to the same
period in 2012. Research and development expessepercentage of revenues increased by 2 perespeéngs for the three months ended
March 31, 2013 as compared to the same periodlif.2lhe increase in absolute dollars was primaitig to increased headcouetated cost:
including salaries and bonuses, and increased tempworkers, increased expensed materials andased development costs in support of
our ongoing product development efforts. Allocagggenses also increased as a result of a headootedse of 9% from March 31, 2012 to
March 31, 2013.

We believe that innovation and technological lealigris critical to our future success, and wecar@mitted to continuing a significant
level of research and development to develop netni@ogies and products to combat competitive piress such as the
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new Scalable Video Coding standard to addressehieel application and networks requirements ofitepBMB and consumer networks, and
the other technologies incorporated into our nettegation products. We are also investing moreilyeiavresearch and development as a
result of increased business opportunities withtssic partners, mobile and service provider custsras a result of our key strategic initiati

in these areas. We expect that research and devetdmxpenses in absolute dollars will remain ngdt flat in the near term, but will
fluctuate depending on the timing and number oftlzment activities in any given quarter. Researuth development expenses as a
percentage of revenues is highly dependent on égbeevenue levels and could vary significantlyetating on actual revenues achieved in
any given quarter. In order to control expensesniyi given quarter, we have from time to time ta&etions to reduce costs such as imposing
travel restrictions, postponing salary increaseguesting employees to use paid time off or implging other cost control measures. Such
actions may not be able to be implemented in alyim@nner or may not be successful in completelyatfing the impact of lower than
anticipated revenues.

General and Administrative Expenses

Three Months Ended

March 31, March 31,
$ in thousands 2013 2012 Increase
Expenses $23,69: $21,31° 11%
% of Revenue 7% 6% Ipt

General and administrative expenses consist piliynarcompensation costs, including stock-basedpmemsation costs, professional
service fees, allocation of overhead expensesydima facilities and IT costs, litigation costs dratl debt expense. General and administrativ
expenses are not allocated to our segments. Gematadministrative expenses included chargesdoksased compensation of $4.1 million
and $3.3 million for the three months ended Marth2013 and 2012, respectively.

General and administrative expenses increased dyr$iflion, or 11%, and increased by 1 percentamatfas a percentage of revenues
during the three months ended March 31, 2013, agpaced to the same period in 2012. The increaabsolute dollars is primarily due to
increased compensation-related costs includinkdtased compensation expense and increased ovealeeations as a result of increased
headcount and our new headquarters building inJ8ae, California, partially offset by executive ee@nce expenses and management
transition related costs in the three months emdiaeth 31, 2012 which did not recur in the three therended March 31, 2013. General and
administrative headcount increased by 7% from M&%th2012 to March 31, 2013.

Significant future charges due to costs associattdlitigation or uncollectability of our receivéds could increase our general and
administrative expenses and negatively affect oofitpbility in the quarter in which they are reded. Additionally, predicting the timing of
litigation and bad debt expense associated witlolieatible receivables is difficult. Future geneaald administrative expense increases or
decreases in absolute dollars are difficult to fmtedlie to the lack of visibility of certain costscluding legal costs associated with defending
claims against us, as well as legal costs assdargth asserting and enforcing our intellectualgandy portfolio and other factors.

We expect that our general and administrative es@ewmill remain relatively flat in absolute doleEmounts in the near term, but could
fluctuate depending on the level and timing of #ddal investments required to support our stratégtiatives. In order to control expenses in
any given quarter, we have taken actions to redaosts such as imposing travel restrictions, postgpsalary increases, requesting employee:
to use paid time off or implementing other costtomimmeasures. Such actions may not be able tmpemented in a timely manner or may
be successful in completely offsetting the impddbwer than anticipated revenues.

Amortization of Purchased Intangibles

In the three months ended March 31, 2013 and 20é&2ecorded $2.5 million and $2.3 million, respeely, in operating expenses for
amortization of purchased intangibles related musitions. In addition, we recorded amortizatioppenses totaling $1.3 million and $1.9
million in the three months ended March 31, 2018 2012, respectively, in cost of product revenedsted to certain technology intangibles.
The increase in amortization expenses to operatists is primarily due to amortization of intangiblcquired in our Sentri acquisition in
March 2013. The decrease in amortization expemsesst of product revenues is primarily due toaartechnologies acquired in prior years
being fully amortized. Purchased intangible asastsheing amortized over their estimated usefekliwhich range from several months to
eight years.

Restructuring

During the three months ended March 31, 2013 ad@,20e recorded charges totaling $5.4 million aB® $nillion, respectively, related
to restructuring actions that resulted from thesaobidation and elimination of certain facilitieswasll as the elimination or relocation primarily
of engineering positions as a result of downsizingBurnaby, Canada location as part of restruatuplans approved by management. These
actions are generally intended to consolidate djpeisiin order to gain efficiencies and realloa@gources to more strategic growth areas of
the business. See Note 7 of Notes to Condensediitated Financial Statements for further inforraaton restructuring costs.
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We currently expect to record additional restruaiyicharges of between $8.0 million and $11.0 wrillthrough the fourth quarter of
2013, primarily related to the elimination or colidation of certain facilities to gain efficiencies the future, we may take additional
restructuring actions to gain operating efficiesade reduce our operating expenses, while simuttasig implementing additional cost
containment measures and expense control progfunh. restructuring actions are subject to signiticesks, including delays in
implementing expense control programs or workfaezhictions and the failure to meet operationalgsrgue to the loss of employees or a
decrease in employee morale, all of which wouldampur ability to achieve anticipated cost redoes. If we do not achieve the anticipated
cost reductions, our financial results could beatiegly impacted.

Acquisition-related Costs

We expense all acquisition and other transactitaiae costs as incurred. These costs generallydadegal and accounting fees and
other integration services. In addition, we havaiimed costs related to planning and executinglihestiture of our enterprise wireless
solutions business that closed in December 20tRjding legal costs associated with enforcing teofrthe agreement. We have spent and
continue to spend significant resources identiffang acquiring businesses. During the three mamted March 31, 2013 and 2012, we
recorded $3.3 million and $1.9 million of acquisitirelated expenses, respectively.

Interest and Other Income (Expense), Net

Interest and other income (expense), net, congistearily of interest earned on our cash, cashwadents and investments less bank
charges resulting from the use of our bank accogaiss and losses on investments, non-incomesrktakes and fees, and foreign exchange
related gains and losses. Interest and other in¢erpense), net was a net expense of $0.8 millmh$d..8 million during the three months
ended March 31, 2013 and 2012, respectively. Thesdse in net expense of $1.0 million for the thmeaths ended March 31, 2013 as
compared to the same period in 2012 was primatit/td a decrease in net foreign exchange lossearaimtrease in interest income in the
quarter ended March 31, 2013, partially offset byrecrease in losses on fixed asset disposals.

Interest and other income (expense), net, willtflate due to changes in interest rates and returiosir cash and investments, any future
impairment of investments, foreign currency ratetiiations on utedged exposures, fluctuations in costs assocrtacdur hedging progra
and timing of non-income related taxes and licdass. The cash balance could also decrease degeamubn the amount of cash used in any
future acquisitions, our stock repurchase actiaitg other factors, which would also impact ourregéincome.

Provision for (Benefit from) Income Taxes from Continuing Operations
The following table presents the income tax exp€hsaefit) from continuing operations and the dffectax rates:

Three Months Ended

March 31,
2013 2012
Income tax expense (benefit) from continuing openst (in thousands) $(3,37)) $1,85(
Effective tax rate 268.&% 13.(%

For the three months ended March 31, 2013, we dedoan income tax benefit of $3.4 million primaulye to impacts associated with
proportional earnings from our operations in low&ex jurisdictions, recurring permanent adjustmeais) discrete benefits recorded during the
quarter, $2.2 million of which was due to the ré&tsment of the federal research and developmemtréglit signed into law on January 2,
2013, but retroactive to 2012, and $0.8 milliodifich was due to tax benefits realized on disquialif dispositions of stock from our
employee stock purchase plan. Our effective taxfi@tthe three months ended March 31, 2013 ané 2@k 268.8% and 13.0%, respectively.
The effective tax rate differs from the U.S. fedetatutory rate of 35% due primarily to favoratde rates associated with certain earnings
from our operations in lower-tax jurisdictions thghout the world, partially offset by non-dedudtilstock-based compensation expense.

As of March 31, 2013, the amount of gross unreceghitax benefits was $23.7 million, all of whichwla affect our effective tax rate if
realized. We recognize interest income and intengsénse and penalties on tax overpayments andpayeents within income tax expense.
As of March 31, 2013 and 2012, we had approxim&kél$ million and $2.2 million, respectively, ofcaged interest and penalties related to
uncertain tax positions. We anticipate that, exéep$2.5 million in uncertain tax positions thaaynbe reduced related to the lapse of various
statutes of limitation, there will be no materiabtiges in uncertain tax positions in the next 12t
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We are a U.S. based multinational company subjeia¢ in multiple U.S. and foreign tax jurisdictgyrand have entered into agreements
with the local governments in certain foreign jdictsions where we have significant operations wvjgte us with favorable tax rates in those
jurisdictions if certain criteria are met. Tax bétgerealized from favorable tax rates for the deaended March 31, 2013 were not materit
the aggregate and did not have a material impaegomings per share.

Unanticipated changes in our tax rates could affactfuture results of operations. Our future dffextax rates, which are difficult to
predict, could be unfavorably affected by change®i interpretation of, tax rules and regulationthe jurisdictions in which we do business,
by unanticipated decreases in the amount of revenaarnings in countries with low statutory tates by lapses of the availability of the U.S.
research and development tax credit, or by chaimgibe valuation of our deferred tax assets ardlliiges. Further, the accounting for stock
compensation expense in accordance with ASC 71&acertain tax positions in accordance with ASC @ddld result in more
unpredictability and variability to our future etfiéve tax rates.

We are also subject to the periodic examinatioousfincome tax returns by the Internal Revenue iBemnd other tax authorities, and in
some cases, we have received additional tax assatsriVe regularly assess the likelihood of advetseomes resulting from these
examinations to determine the adequacy of our piawifor income taxes. We may underestimate theooo¢ of such examinations which, if
significant, would have a material adverse effecbar results of operations and financial conditibne timing of the resolution of income tax
examinations is highly uncertain and the amountmately paid, if any, upon resolution of the issuaised by the taxing authorities may differ
materially from the amounts accrued for each yéérile it is reasonably possible that some issuesiinent on-going tax examinations could
be resolved within the next 12 months, based ortineent facts and circumstances, we cannot esithattiming of such resolution or the
range of potential changes as it relates to theamgnized tax benefits that are recorded as patofinancial statements. We do not expect
any material settlements in the next 12 monthsthimibutcomes of these examinations are inherentgrtain.

Segment I nformation

A description of our products and services, as a®belected financial data, for each segment edaund in Note 15 to our Condensed
Consolidated Financial Statements. Future chammgesrtorganizational structure or business maylr@schanges to the reportable segments
disclosed. The discussions below include the resifileach of our segments included in income fromtinuing operations for the three mon
ended March 31, 2013 and 2012. Results from disooed operations have been excluded from our setgmehich primarily impacted the
Americas and EMEA segments and to a lesser extemABAC segment. The revenues and operating resiiétsng to our discontinued
operations have been restated from the prior yedoghto conform to the current period presentation

Segment contribution margin includes all segmentmees less the related cost of sales and direietirag and sales expenses.
Management allocates some infrastructure costsasi€cilities and IT costs in determining segneamttribution margin. Contribution margin
is used, in part, to evaluate the performanceraf,ta allocate resources to, each of the segm@etsain operating expenses are not allocat
segments because they are separately managedcatpioeate level. These unallocated costs includparate manufacturing costs, sales and
marketing costs other than direct sales and madgestock-based compensation costs, research aetbgment costs, general and
administrative costs, such as legal and accourtists, acquisition-related costs, amortizationwthased intangible assets, restructuring
costs, and interest and other income (expense)Effettive January 1, 2013, we began to allocatéai services costs previously reported
within the Americas segment into both the EMEA &RAC segments in order to more appropriately atigsts among the segments with the
associated revenues. As such, all prior periodsrteg were also reclassified to conform to the eniryear presentation.
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The following is a summary of the financial infortima for each of our segments for the three moatided March 31, 2013 and 2012 (in
thousands):

Americas EMEA APAC Total
For the three months ended March 31, 2(
Revenue: $170,98: $89,09: $78,67¢ $338,75.
% of total revenue 51% 26% 23% 10(%
Contribution margir 69,22¢ 37,56( 30,84¢ 137,63«
% of segment revenu 40% 42% 3% 41%
For the three months ended March 31, 2(
Revenue! $165,22¢ $93,30: $87,18: $345,71(
% of total revenue 48% 27% 25% 10C%
Contribution margir 69,13¢ 39,10( 35,19¢ 143,43!
% of segment revenu 42% 42% 4C% 41%
As of March 31, 2013: Gross accounts receiv: $ 92,32( $64,28: $63,10: $219,70!
% of total gross accounts receival 42% 29% 29% 100%
As of December 31, 2012: Gross accounts recei\ 100,49:- 67,52¢ 71,12¢ 239,15:
% of total gross accounts receival 42% 28% 3C% 100(%
AMERICAS
Three Months Ended
March 31, March 31, Increase

$ in thousands 2013 2012 (Decrease

Revenues $170,98: $165,22¢ 3%

Contribution margir $ 69,22¢ $ 69,13¢ —

Contribution margin as % of Americas reven 40% 42% (2)pts

Our Americas segment revenues increased by 3%ithtee months ended March 31, 2013 as compaihe &ame period in 2012,
primarily due to increased revenues in the UnitedeS and Brazil, partially offset by decrease€amada and Mexico. The increase in
Americas segment revenues was primarily drivembyeiased revenues from UC group systems and essarl extent, UC personal devices,
partially offset by decreased UC platform revenliesreases in UC group systems revenues were plyndaiven by increased group voice €
group video revenues, partially offset by decredsedersive telepresence revenues. Increases indi€dipal devices revenues were primarily
driven by increased desktop voice sales as a resuitnc voice deployments as well as increased#itdpsvideo sales. UC platform revenues
decreased primarily as a result of decreased shtmg RealPresence products and services, which megatively impacted by lower public
sector spending in North America.

In the three months ended March 31, 2013 and 26/ channel partner in our Americas segment acedunt 33% and 29% of our
Americas net revenues, respectively. We belieigunlikely that the loss of any of our channeltpars would have a long term material
adverse effect on our consolidated net revenusegment net revenues as we believe end-users Vikelidpurchase our products from a
different channel partner. However, a loss of ang of these channel partners could have a masehedrse impact during the transition per

Contribution margin as a percentage of Americasngey revenues decreased by 2 percentage poirttseftiiree months ended
March 31, 2013 as compared to the same periodlg,3fFimarily due to lower gross margins partialffset by decreased direct sales and
marketing expenses in both absolute dollars armdpescentage of revenues. The decrease in groginmaras primarily driven by lower
product gross margins as a result of a productghift and increased product rebates and incentiMes decrease in direct sales and marketing
expenses were due to lower headcount-related ¢oshisding decreased commission expenses and heaidlcased allocations, partially offset
by increased expenses associated with the outsguntithe telesales group.
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EMEA
Three Months Ended
March 31, March 31,
$ in thousands 2013 2012 Decreasi
Revenues $89,09: $93,30: (5)%
Contribution margir $37,56( $39,10( (4)%
Contribution margin as % of EMEA revent 42% 42% —

Our EMEA segment revenues decreased by 5% in tee thonths ended March 31, 2013 as compared &athe period in 2012,
primarily due to lower sales of UC group systenastiplly offset by increases in revenues from U@spgeal devices and, to a lesser extent, U(
platform. UC group systems revenues decreased plyrdae to decreases in group voice and groupovigeenues. The overall decline in
EMEA segment revenues was primarily due to theetuireconomic conditions in the region which reslitea slowdown in IT spending.
Revenues were down primarily in Germany, Francd,tha Nordic countries, partially offset by increasn the United Kingdom and lItaly.

In the three months ended March 31, 2013 and 28H& channel partner in our EMEA segment accourtedf% and 12% of our
EMEA net revenues, respectively. We believe itribkely that the loss of any of our channel parsn@ould have a long term material adverse
effect on our consolidated net revenues or segmetnievenues as we believe end-users would likedghase our products from a different
channel partner. However, a loss of any one ofetlthsinnel partners could have a material advensadnduring the transition period.

Contribution margin as a percentage of EMEA segmevgnues remained flat for the three months eiidh 31, 2013 as compared to
the same period in 2012, primarily due to sligltr@ases in both gross margins and direct salemankkting expenses as a percentage of
revenues, which resulted in less than a percemaige change in contribution margin. The slightramse in gross margins was driven primz
by higher service gross margins, partially offsgtdwer product gross margins driven by a produist shift. Direct sales and marketing
expenses increased slightly as a percentage afiueséut decreased in absolute dollars, primatig/td decreased headcount-related costs a
decreased overhead allocations as a result ofalmiheadcount in the three months ended Marc?03B,as compared to the same period in
2012.

APAC
Three Months Ended
March 31, March 31,
$ in thousands 2013 2012 Decreas:
Revenues $78,67¢ $87,18: (10)%
Contribution margir $30,84¢ $35,19¢ (12)%
Contribution margin as % of APAC revent 3% 4C% (Dpt

Our APAC segment revenues decreased by 10% intee months ended March 31, 2013 as compared &athe period in 2012
primarily driven by decreases in UC group systents & a lesser extent, UC platform and UC persdegices. Decreases in UC group
systems revenues in APAC were primarily driven bgrdased group video and immersive telepreseneaues, and, to a lesser extent,
decreased group voice revenues. Revenues decrgsmedver-year primarily in China and, to a lessdent, India, partially offset by an
increase in Japan. The overall decline in our AB&Gment revenues was primarily due to continuioggdbwn of government spending and
elongated sales cycles.

In the three months ended March 31, 2013 and 20iP¢channel partners in our APAC segment, in agagesgaccounted for 28% and
36% of our APAC net revenues, respectively. Wedveliit is unlikely that the loss of any of our chahpartners would have a long term
material adverse effect on our consolidated netmags or segment net revenues as we believe erslvwsald likely purchase our products
from a different channel partner. However, a ldsany one of these channel partners could haveteriabadverse impact during the transition
period.

Contribution margin as a percentage of APAC segmargnues decreased by 1 percentage point in the thonths ended March 31,
2013 as compared to the same period in 2012, ptintare to higher direct sales and marketing expsras a percentage of revenues, partially
offset by a slight increase in gross margins asragmtage of revenues. Direct sales and marketipgnses increased as a percentage of
revenues, primarily due to lower revenues. Thegase in gross margins was primarily due to an asgén product gross margins driven by a
product mix shift.
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Discontinued Operations

On May 10, 2012, we entered into a Purchase arel/Rakement (the “Purchase Agreement”) with MoBilvices Holdings, LLC, a
Delaware limited liability corporation (“Mobile Déses”), pursuant to which we would divest our epiise wireless voice solutions (“EWS”)
business to an affiliate of Sun Capital Partners, On October 22, 2012, the Purchase Agreemenamasded (the “Amended Purchase
Agreement”). Per the terms of the Amended PurcAagseement, Mobile Devices would acquire Spectral@ukporation (“SpectraLink”), a
wholly-owned subsidiary of Polycom, by purchasitigphthe outstanding stock and an intercompangmftSpectraLink from Polycom. On
December 4, 2012, we completed the dispositioh@fissets of the EWS business to Mobile Deviceseswived cash consideration of
approximately $50.7 million, resulting in a gain sade of the discontinued operations, net of taxe$35.4 million, as reflected in our
consolidated financial statements for the year didlecember 31, 2012. In the quarter ended MarcR@13, we recorded an additional gair
sale of discontinued operations, net of taxesppfaximately $0.5 million as a result of a net wintgkcapital adjustment in accordance with the
Purchase Agreement. Additional cash consideratiarpdo $57.0 million is payable over the next fgears subject to certain conditions,
including meeting certain agreed-upon EBITDA-bas®gi@stones. Such additional cash considerationheilaccounted for as a gain on sale of
discontinued operations, net of taxes, if it idizea or realizable. We have reported the resdltsperations of EWS as discontinued operation
within the condensed consolidated statements afatipas for all periods presented. See Note 3 déblto Condensed Consolidated Financial
Statements for further discussion of our discorgthaperations.

Summarized results from discontinued operationgwsrfollows (in thousands):

Three Months

Ended

March

31, 2012
Revenues $ 21,75¢
Income from discontinued operatic 4,02t
Provision for income taxe 1,27
Income from discontinued operations, net of te $ 2,75

There were no results from discontinued operatihigg the three months ended March 31, 2013, aditrestiture of the EWS business
was completed in December 2012.

Liquidity and Capital Resources

As of March 31, 2013, our principal sources of idity included cash and cash equivalents of $5@lon, short-term investments of
$179.9 million and long-term investments of $45.8iom. Substantially all of our short-term and tpiterm investments are comprised of U.S.
government and agency securities and corporatesaehtities. See Note 10 of Notes to Condenseddlidated Financial Statements for
further information on our short-term and long-tanwestments. We also have outstanding lettersagfittotaling approximately $7.1 million,
which are in place to satisfy certain of our fagilease requirements as well as other legalaaa,insurance obligations.

Our total cash and cash equivalents and investnhefdsin the United States totaled $281.7 milliso&March 31, 2013, and the
remaining $446.7 million was held by various foregubsidiaries outside of the United States.

If we need to access our cash and cash equivaadtgvestments held outside of the United Statesder to fund acquisitions, share
repurchases or our working capital needs, we maubgect to additional U.S. income taxes (subjectrt adjustment for foreign tax credits)
and foreign withholding taxes.

We generated cash from operating activities tageia9.0 million and $32.0 million in the three miesended March 31, 2013 and 2012,
respectively. The increase in cash provided byatpey activities for the three months ended Marth2®13 as compared to the same period |
2012 was primarily due to improved days sales antiihg and increased inventory turns over the yearr, partially offset by lower net
income after adjusting for non-cash expenses.

The total net change in cash and cash equivalenthd three months ended March 31, 2013 was aadee of $25.8 million. The
primary sources of cash were $49.0 million fromratiag activities, $22.0 million of net sales andtarities of investments, $13.2 million
associated with the exercise of stock options amdhases under the employee stock purchase plafCa@anillion net cash received as a re
of net working capital adjustment related to thie séiour EWS business. The primary uses of casimglthis period were $38.0 million for
share repurchases, $12.8 million for purchasesagfgsty and equipment, and $8.4 million cash paidbtir acquisition of Sentri.
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Our days-sales-outstanding (“DSO”") metric was 4psdat March 31, 2013 and 52 days at March 31, 208&.decrease in DSO is
primarily due to improved cash collections in theager ended March 31, 2013, as well as improveemee linearity. DSO could vary as a
result of a number of factors such as fluctuationgvenue linearity, an increase in internaticeakivables, and increases in receivables fron
service providers and government entities, whiarelmistomarily longer payment terms. DSO could dmgatively impacted in the current
economic environment if our partners experiencicdity in financing purchases, which results idaye in payment to us.

Inventory turns were 5.7 turns at March 31, 2018ampared to 5.1 turns at March 31, 2012. The as®én inventory turns was
primarily due to a lower inventory balance at MaBdh 2013 as compared to March 31, 2012 while abstvenues remained relatively flat.
We believe inventory turns will fluctuate dependiongour ability to reduce lead times, as well aangfes in product mix and a mix of ocean
freight versus air freight. Our inventory turns nego decrease in the future as a result of thxébfléy required to respond to the increased
demands of our growing business.

We enter into foreign currency forward contracthjah typically mature in one month, to hedge oysasure to foreign currency
fluctuations of foreign currency-denominated reables, payables, and cash balances. We recorce@otiensed consolidated balance shee
at each reporting period the fair value of our iigmecurrency forward contracts and record anyvalue adjustments in results of operations.
Gains and losses associated with currency rategelsaon contracts are recorded as interest and iot@ne (expense), net, offsetting
transaction gains and losses on the related ams@t&bilities. Additionally, our hedging costsncaary depending upon the size of our hedge
program, whether we are purchasing or selling fpreurrency relative to the U.S. dollar and interates spreads between the U.S. and othel
foreign markets.

Additionally, we also have a hedging program tresuforeign currency forward contracts to hedgertigm of anticipated revenues, cost
of revenues, and operating expenses denominatbé Buro and British Pound as well as operatingeegps denominated in Israeli Shekels.
Our foreign exchange risk management program dbgeid to reduce volatility in our cash flows framanticipated foreign currency
fluctuations. At each reporting period, we recdrd tair value of our unrealized forward contraaisite condensed consolidated balance shee
with related unrealized gains and losses as a coemp@f cumulative other comprehensive income parsge element of stockholders’ equity.
Realized gains and losses associated with thetiwHguortion of the foreign currency forward comtissare recorded within revenues, cost of
revenues, or operating expenses, depending upamtlerlying exposure being hedged. Any excludediaeffiective portions of a hedging
instrument would be recorded as interest and atiteme (expense), net.

From time to time, the Board of Directors appropkss to purchase shares of our common stock ingka market. During the three
months ended March 31, 2013, we purchased 3.4Jomtlhares of common stock in the open market férZ@illion. During the three months
ended March 31, 2012, we did not repurchase amgslwd common stock in the open market. As of M&th2013, we were authorized to
purchase up to an additional $39.1 million of shanethe open market under the current share rapaecplan.

At March 31, 2013, we had open purchase ordergeceta our contract manufacturers and other contshobligations of approximately
$190.8 million primarily related to inventory puades. We also currently have commitments that sbasobligations under our operating
leases. In the event that we decide to cease admgjlity and seek to sublease such facility omiaate a lease obligation through a lease
buyout or other means, we may incur a material castow at the time of such transaction, whichlwigatively impact our operating results
and overall cash flows. In addition, if facilitiesntal rates decrease or if it takes longer thaeeted to sublease these facilities, we could incL
a significant further charge to operations andaperating and overall cash flows could be negatiimpacted in the period that these change:
or events occur.

These purchase commitments and lease obligatien®#ected in our Condensed Consolidated FinaistaEtements once goods or
services have been received or at such time thatrevebligated to make payments related to thesdsy@ervices or leases. In addition, our
bank has issued letters of credit totaling apprexéty $7.1 million, which are used to secure tlesés on some of our foreign offices as we
other legal, tax, and insurance obligations.

The table set forth below shows, as of March 31,32the future minimum lease payments due undecuauent lease obligations. There
was no sublease income netted in the amounts balthe amounts are not material. In addition égs¢hminimum lease payments, we are
contractually obligated under the majority of opecating leases to pay certain operating expensg@sgdthe term of the lease such as
maintenance, taxes and insurance. Our contrachlightions as of March 31, 2013 are as followstifiousands):

Projected
Annual Operating Other
Minimum Long-Term Purchase
Lease Payment Lease Costs Liabilities Commitments
Remainder of 2013 $ 28,76¢ $ 4,59; $ — $ 190,74
2014 36,59: 3,58( 3,22( 18
2015 30,46¢ 2,661 2,64¢ —
2016 24,77: 1,97¢ 3,22¢ —
2017 20,94 1,411 2,10¢ —
Thereaftel 68,78¢ 2,93 14,49 —
Total payment: $ 210,32 $ 17,15¢ $ 25,69: $ 190,76:
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As discussed in Note 16 of our Notes to Condensews@lidated Financial Statements, at March 31, 2@&3have unrecognized tax
benefits, including related interest, totaling $illion, $2.8 million of which may be releasedtive next 12 months due to the lapse of ce
statutes of limitation in the applicable tax juitdtbns. In addition, payments we make for incompet may increase during 2013 as our
available net operating losses and research arelagexent tax credits are depleted.

We believe that our available cash, cash equivelemnd investments will be sufficient to meet oueraping expenses and capital
requirements for the next 12 months based on awercubusiness plans. However, we may require sirel@dditional funds to support our
operating expenses and capital requirements atf@r purposes, such as acquisitions, and mayteealkse such additional funds through
public or private equity financing, debt financiagfrom other sources. We cannot assure you thditiaal financing will be available at all «
that, if available, such financing will be obtaitalon terms favorable to us and would not be ditutOur future liquidity and cash requireme
will depend on numerous factors, including theddtrction of new products and potential acquisitioheelated businesses or technology.

Off-Balance Sheet Arrangements
As of March 31, 2013, we did not have any off-bakssheet arrangements, as defined in Item 303(&) @) SEC Regulation S-K.

Critical Accounting Policies and Estimates

Our Condensed Consolidated Financial Statements Ib@en prepared in accordance with accountingiptéscgenerally accepted in the
United States of America. We review the accoungialicies used in reporting our financial resultseoregular basis. The preparation of these
financial statements requires us to make estinatdgudgments that affect the reported amountss#ts, liabilities, revenues and expenses
and related disclosure of contingent assets abdities. On an ongoing basis, we evaluate our @ssaised to develop estimates, including
those related to product returns, accounts reclgdyatyentories, investments, intangible assetmyrime taxes, warranty obligations,
restructuring, contingencies and litigation. Weebaar estimates on historical experience and olwwsiother assumptions that are believed to
be reasonable for making judgments about the cagmyalue of assets and liabilities that are nadilg@pparent from other sources. Actual
results may differ from these estimates due toad@utcomes being different from those on whichbased our assumptions. These estimates
and judgments are reviewed by management on ariranbasis and by the Audit Committee at the endaah quarter prior to the public
release of our financial results.

Our significant accounting policies were describetlote 1 to our audited Consolidated Financiate3tents and under “Critical
Accounting Policies and Estimates” in “Managemebiiscussion and Analysis of Financial Condition &wbults of Operations” included in
our Annual Report on Form 10-K for the year ended@nber 31, 2012. There have been no significaargss to these policies or recent
accounting pronouncements or changes in accouptorgouncements that are of potential significancastduring the three months ended
March 31, 2013.

Recent Accounting Pronouncements

In February 2013, the Financial Standards Board$B") issued an accounting standard update thatimesjan entity to expand the
disclosure of reclassifications out of accumulaitfer comprehensive income (“AOCI”). The updateuisss companies to present
reclassifications by component when reporting clearig AOCI balances and to report the effect afifiicant reclassifications on the
respective line items in net income. The guidasceffiective prospectively for reporting periods in@ing after December 15, 2012. We
adopted the guidance in the quarter ended MarcRB@I13, and such adoption did not have a materiphahon our Consolidated Financial
Statements.

In December 2011, the FASB issued an accountinglatd update that requires disclosure of the etfepbtential effect of offsetting
arrangements on a company’s financial position @ as enhanced disclosure of the rights of setedbciated with a company’s recognized
assets and liabilities. In January 2013, the FASBed another accounting standard update to cthgfgcope of the standard issued in
December 2011. We adopted the guidance in theeyuamtied March 31, 2013, and such adoption dithame¢ a material impact on our
Consolidated Financial Statements.
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Item 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARK  ET RISK
I nterest Rate Risk

Our exposure to market risk for changes in interasts relates primarily to our investment portfioliVe generally invest excess cash in
marketable debt instruments of the U.S. governrardtits agencies and high-quality corporate dehir#ées, and by policy, limit the amount
of credit exposure to any one issuer.

The estimated fair value of our cash and cash atpnts approximates the principal amounts refleictemir condensed consolidated
balance sheets based on the short maturities & fireancial instruments. Short-term and long-tewestments consist of U.S. Treasury
obligations and other government agency instrumeotporate bonds, commercial paper, non-U.S. gorent securities and money market
funds. The valuation of our investment portfolicighject to uncertainties that are difficult togice. If current market conditions deteriorate,
we may realize losses on the sale of our investsnamive may incur temporary impairment chargesirgguus to record unrealized losses in
cumulative other comprehensive income (loss). Wedcalso incur additional other-than-temporary iinp&nt charges resulting in realized
losses in our condensed consolidated statemenisesations, which would reduce net income. We dmrsiarious factors in determining
whether we should recognize an impairment chargyding the length of time and extent to which fdie value has been less than our cost
basis, the financial condition and near-term protpef the security or issuer, and our intent anitita to hold the investment for a period of
time sufficient to allow any anticipated recovemtie market value. Further, if we sell our investits prior to their maturity, we may incur a
charge to operations in the period the sale taleeep

A sensitivity analysis was performed on our investirportfolio as of March 31, 2013. The modelincht@que used measures the chang
in fair values arising from hypothetical parallbifts in the yield curve of various magnitudes. Shiethodology assumes a more immediate
change in interest rates to reflect the currenhendc environment.

The following table presents the hypothetical fa@itues of our securities, excluding cash and cgsivalents, held at March 31, 2013 t
are sensitive to changes in interest rates. Thestimgptechnique used measures the change in faiesarising from immediate parallel shifts
in the yield curve of plus or minus 50 basis po{®ES), 100 BPS and 150 BPS (in thousands):

-150 BPS -100 BPS -50 BPS Fair Value 3/31/2012 +50 BPS +100 BPS +150 BPS
$226,444 $ 226,15¢ $ 225,874 $225,58¢ $ 225,304 $225,01¢ $ 224,734

Foreign Currency Exchange Rate Risk

While the majority of our sales are denominatetmited States dollars, we also sell our productssarvices in certain European regi
in Euros and in British Pounds, which has increasedoreign currency exchange rate fluctuatiok.ris

While we do not hedge for speculative purposes, @sult of our exposure to foreign currency exgeamte fluctuations, we enter into
forward exchange contracts to hedge our foreigreogly exposure to the Brazilian Real, Euro, Brifgund, Israeli Shekel, Japanese Yen, ar
Mexican Pesos relative to the United States Ddl\a.mitigate bank counterparty risk related to foueign currency hedging program through
our policy that requires us to execute hedge cotgraith banks that are among the world’s larg@étdanks, as ranked by total assets in U.S.
dollars.

As of March 31, 2013, we had outstanding forwarchexge contracts to sell 3.4 million Brazilian Rag2.00, sell 28.5 million Euros at
1.31, sell 2.0 million British Pounds at 1.51, s&il0 million Israeli Shekels at 3.69, sell 329.#lion Japanese Yen at 92.46, and sell
9.1 million Mexican Pesos at 12.89. These forwaichange contracts hedge our net position of foreignency-denominated receivables,
payables and cash balances and typically matu8é0rdays or less. As of March 31, 2013, we alsortedutstanding foreign exchange
contracts to sell 24.1 million Euros at 1.34, 88 million British Pounds at 1.57 and buy 39.4limil Israeli Shekels at 3.88. These forward
exchange contracts, carried at fair value, typycladlve maturities of more than 360 days.

We also have a cash flow hedging program underiwivie hedge a portion of anticipated revenues, afastvenues and operating
expenses denominated in the Euro, British Poundsradli Shekels. As of March 31, 2013, we had uitstanding foreign exchange contracts
that have maturities of 360 days or less. As ofdaé81, 2013, we had net outstanding foreign exchaogtracts to sell 34.8 million Euros at
1.36, buy 5.3 million British Pounds at 1.57, amny B0.0 million Israeli Shekels at 3.88. These famvexchange contracts, carried at fair
value, typically have maturities of more than 3694

Based on our overall currency rate exposure asastM31, 2013, a near-term 10% appreciation oredgtion in the United
States Dollar, relative to our foreign local cueis, would have an immaterial impact on our rasofitoperations. We may also decide to
expand the type of products we sell in foreign encies or may, for specific customer situationgoge to sell in foreign currencies in our o
regions, thereby further increasing our foreignhexge risk. See Note 11 of Notes to Condensed @Gdatedl Financial Statements for further
information on our foreign exchange derivatives.
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ltem 4. CONTROLS AND PROCEDURES
Evaluation of disclosure controls and procedures.

Our management evaluated, with the participatioounfChief Executive Officer and our Chief Finahcficer, the effectiveness of our
disclosure controls and procedures as of the ettiegberiod covered by this Quarterly Report omi&0-Q. Based on this evaluation, our
Chief Executive Officer and our Chief Financial i0#fr have concluded that our disclosure controts@ocedures are effective to provide
reasonable assurance that information we are esjtordisclose in reports that we file or submiiemthe Securities Exchange Act of 1934
(i) is recorded, processed, summarized and repuaiithéh the time periods specified in Securitiesl @ xchange Commission rules and forms,
and (ii) is accumulated and communicated to Polysanmanagement, including our Chief Executive Offiaad our Chief Financial Officer, as
appropriate to allow timely decisions regardinguiegd disclosure.

Changesin internal control over financial reporting.

There was no change in our internal control oveairfcial reporting that occurred during the quagteded March 31, 2013 that has
materially affected, or is reasonably likely to evélly affect, our internal control over financigporting.
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PART Il OTHER INFORMATION

Item 1. LEGAL PROCEEDINGS

From time to time, we are involved in claims angllieproceedings that arise in the ordinary coufdmisiness. We expect that the
number and significance of these matters will inseeas our business expands. In particular, wecetg@éace an increasing number of patent
and other intellectual property claims as the nunoi@roducts and competitors in Polycom'’s indugfrgws and the functionality of video,
voice, data and web conferencing products oveAag.claims or proceedings against us, whether wréoils or not, could be time consuming,
result in costly litigation, require significant ammts of management time, result in the diversiosignificant operational resources, or require
us to enter into royalty or licensing agreementgthif required, may not be available on termsfable to us or at all. If management
believes that a loss arising from these mattepsabable and can be reasonably estimated, we recaskrve for the loss. As additional
information becomes available, any potential lidbilelated to these matters is assessed and tineaéss revised. Based on currently available
information, management does not believe that lin@ate outcomes of these unresolved matters, iddally and in the aggregate, are likely
have a material adverse effect on the Company&nifiral position, liquidity or results of operatiotowever, litigation is subject to inherent
uncertainties, and our view of these matters maygé in the future. Were an unfavorable outcomatuir, there exists the possibility of a
material adverse impact on our financial positiod gesults of operations or liquidity for the pefio which the unfavorable outcome occurs o
becomes probable, and potentially in future petiods

ITEM 1A. RISK FACTORS

YOU SHOULD CAREFULLY CONSIDER THE RISKS DESCRIBEDX®BV BEFORE MAKING AN INVESTMENT DECISION. THE
RISKS DESCRIBED BELOW ARE NOT THE ONLY ONES WE FADEITIONAL RISKS THAT WE ARE NOT PRESENTLY AWAIR
OR THAT WE CURRENTLY BELIEVE ARE IMMATERIAL MAYQAIMPAIR OUR BUSINESS OPERATIONS. OUR BUSINESS O@H
HARMED BY ANY OR ALL OF THESE RISKS. THE TRADINEER®F OUR COMMON STOCK COULD DECLINE SIGNIFICANT
DUE TO ANY OF THESE RISKS, AND YOU MAY LOSE ALIPART OF YOUR INVESTMENT. IN ASSESSING THESE RYSX$
SHOULD ALSO REFER TO THE OTHER INFORMATION CONTAINIR INCORPORATED BY REFERENCE IN OUR ANNUAL REPOF
ON FORM 10-K, INCLUDING OUR CONSOLIDATED FINANCIBTATEMENTS AND RELATED NOTES.

Competition in each of our marketsisintense, and our inability to compete effectively could significantly harm our business and results of
operations.

We face intense competition in the Americas, EMBAJ Asia Pacific for our UC&C solutions productsievhplaces pressure on aver
selling prices for our products. Some of our contpet compete with us in more than one geogragteater and across all of our product
categories. Our major global competitor is Ciscet&mys. Our other global competitors include Lodite®vaya (including RADVISION,
which was acquired by Avaya), and Huawei. We atsoete with other smaller or new industry entrants.

Our competitive landscape continues to rapidly ewa@s we move into new markets for video collabonasuch as mobile, browser-
based, and cloud-delivered video. Our competittss @ontinue to develop and introduce new techrielggometimes proprietary, that
represent threats through closed architecturef, asiSkype, Google Talk/Hangouts, and Apple FaceT®ther offerings such as Cisco
Systems’ Jabber and WebEx, Avaya'’s Flare-based ADAAd Citrix Systems’ GoToMeeting with HD Facesresgnt new competitive
developments. Many of these companies have sulsthnancial resources and production, marketamgineering and other capabilities with
which to develop, manufacture, market and selrtheiducts, which may result in our having to lower product prices and increase our
spending on marketing, which would correspondirglye a negative impact on our revenues and opgnatamgins.

Our principal competitive factors in the marketsihich we presently compete include the ability to:

» provide and sell a broad range of UC&C solutiond services, including mobile and cloud-based smhgti and our ability to bring
such products to market on a timely ba

» competitively price our products and solutio
e provide competitive product performan:

* be successful in multiple markets with differingué@ements, including, but not limited to, the eptese, small-to-medium sized
businesses (SMB), mobile video, social video, stipson-based video delivered from the cloud and servicgiger markets
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» introduce new products and solutions in a timelynea;
» reduce production and service co:
» provide required functionality such as securityiatglity, and scalability

e ensure investment protection through interopetghalind backwards- and forwards-compatibility wither UC&C systems and
solutions;

« continue differentiation through open standardslaodd interoperability of our infrastructure inngplex environments where
integration with other thi-party technologies, such as Microsoft Lync, isicait

» successfully integrate our products with, and djgepar products on, existing customer platforms @mtsumer device:
e gain market presence and brand recognii

e extend credit to our partnel

» conform to open standarc

» successfully address disruptive technology shiftsrmew business models, such as cloud-based amthsobased UC&C solution
and mobility and consumer solutions; ¢

» successfully address the transition in the mamosh fpoint product to solution sellin

Our competitive environment also differs by geotpapCisco Systems is our primary global compeiitcall theaters and categories in
which we compete. We also compete globally witha@Bme Communications with respect to certain UGqeal and UC group products. In
the Asia Pacific region, we also compete with CHiaged competitors such as Huawei, ZTE Corporatisnyell as Sony, Snom, and Yealink.

We may not be able to compete successfully agaursturrent or future competitors. We expect ounpetitors to continue to improve
the performance of their current products and tmé@uce new products or new technologies that peimproved performance. New product
introductions by our current or future competitanspur delay in bringing new products to markeyld cause a significant decline in sales or
loss of market acceptance of our products. We \xelieat ongoing competitive pressure may resutlieduction in the prices of our products
and our competitors’ products. In addition, theadtiction of additional lower priced competitiveoducts or of new products or product
platforms could render our existing products ohtedogies obsolete. We also believe we will facxéasing competition from alternative
UC&C solutions that employ new technologies or m®mbinations of technologies. Further, the comnimation of certain video conferenci
products is leading to the availability of altetimaf lower-cost UC&C products than ours, such asdhoffered by Google, Inc., Skype and
others, and, accordingly, could drive down our Sgléces and negatively impact our revenues.

Increased consolidation and the formation of strategic partnershipsin our industry may lead to increased competition which could adversely
affect our business and future results of operations.

Strategic partnerships and acquisitions are ba&ingdd and announced by our competitors on a refakis, which increases competit
and often results in increased downward pressumioproduct prices. For instance, when Cisco Systacquired Tandberg ASA, previously
our largest independent competitor, we had to ceenwéh a larger combined company with significgrgteater financial and sales and
marketing resources, an extensive channel netwatlaa expanded video communications solutions mtdéhe. This product line is often sc
in conjunction with Cisco Systems’ proprietary netlvequipment and technology as a complete soluti@king it more difficult for us to
compete against them or to ascertain pricing onpatitive products. In addition, Cisco Systems msg iis dominance in network equipment
to foreclose competition in the UC&C solutions netrkCisco Systems may also preclude our compefitiwducts from being fully
interoperable with Cisco Systems endpoints, vidé@structure and/or network products. Similarlyaga acquired Konftel in January 2011
and acquired RADVISION in June 2012, and LifeSimhich was acquired by Logitech, announced a pastigmwith Alcatel-Lucent in April
2010. These consolidations and partnerships haudtee in increased competition and pricing pressas the newly-combined entities have
greater financial resources, deeper mass marles shhnnels and greater pricing flexibility thahlyBom. Acquisitions or partnerships made
one of our strategic partners could also limitpléential contribution of our strategic relationshto our business and restrict our ability to
form strategic relationships with these compamethé future and, as a result, harm our business.
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Rumored or actual consolidation of our partners@rdpetitors will likely cause uncertainty and distion to our business and can caus
our stock price to fluctuate.

Global economic conditions have adversely affected our business in the past and could adversely affect our revenues and harm our business
in the future.

Adverse economic conditions worldwide have conteduo slowdowns in the communications and netwaykndustries and have
caused a negative impact on the specific segmadtsarkets in which we operate. As our businesghasn, we have become increasingly
exposed to adverse changes in general global edommmditions, which can result in reductions ipital expenditures by end-user customers
for our products, longer sales cycles, the defemralelay of purchase commitments for our prodaat$ increased competition. These factors
have adversely impacted our operating resultsior periods and could also impact us again in theré. Global economic concerns, such as
the varying pace of global economic recovery ancbgean and domestic debt and budget issues, certintreate uncertainty and
unpredictability that have contributed to longdltisg cycles and cause us to continue to be castinout our future outlook, including our
near-term revenue and profitability outlook. Foample, in the first quarter of 2013, we saw weakgmiemand and longer sales cycles in the
public sector, which includes federal, state amdllgovernments, as well as healthcare and edu¢atitich we believe were due in large part
to budget constraints. A global economic downtuould negatively impact technology spending for products and services and would
materially adversely affect our business, operatasglts and financial condition. For example he first quarter of 2013, we saw weakening
demand in Europe and our EMEA segment revenueiddgyear-over-year by 5%. Further, we have regesgién slower growth than we
anticipated in China, India, Brazil, and other gtiomarkets, which we believe is due in part to rmssronomic factors. Further, global
economic conditions have resulted in a tighteninthe credit markets, low liquidity levels in mafityancial markets, decrease in customer
demand and ability to pay obligations, and extrewiatility in credit, equity, foreign currency afided income markets.

These adverse economic conditions could negatiwghact our business, particularly our revenue pakeriosses on investments and the
collectability of our accounts receivable, duelte inability of our customers to obtain credititeaice purchases of our products and services
customer or partner insolvencies or bankruptciesrehsed customer confidence to make purchasingjaexresulting in delays in their
purchasing decisions, and decreased customer deona®nand for lower-end products.

Our quarterly operating results may fluctuate significantly and are not necessarily a good indicator of future performance.

Our quarterly operating results have fluctuatethapast and may vary significantly in the futuseaaresult of a number of factors, many
of which are out of our control or can be diffictdtpredict. These factors include, but are noitédhto:

» the impact of global economic conditiol

« fluctuations in demand for our products and sesjigepart due to uncertain global economic coadgiand increased competition,
as well as transitions in the markets in which ek @oducts and service

« our ability to execute on our strategic and opegafilans;
» changes to our global organizatic
* slowing sales or variations in sales rates by danaoel partners to their custome

» changes to our channel partner programs, contaactstrategy that could result in a reduction sarthmber of channel partners,
could adversely impact our revenues and gross magg we realign our discount and rebate programsuir channels, or could
cause more of our channel partners to add our ciitogg’ products to their portfolic

» the prices and performance of our products ancetbbsur existing or potential new competitc
» the timing, size and mix of the orders for our prod;
» the level and mix of inventory that we hold to migtire demanc

» changes in effective tax rates which are diffitalpredict due to, among other things, the timind geographical mix of our
earnings, the outcome of current or future tax @umhd potential new rules and regulatic

» changes in the underlying factors and assumptieed in determining sto-based compensatio
» fluctuations in the level of international saleslaur exposure to foreign currency fluctuationdoth revenues and expens

» dependence on component suppliers and third paatwfacturers, which includes outside developmemtufaturers, and the
associated manufacturing cos
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» the impact of increasing costs of freight and congs used in the manufacturing of our productsthagbotential negative impact
on our gross margin

* the magnitude of any costs that we must incur énethent of a product recall or of costs associaiéit product warranty claim:
» the impact of seasonality on our various produntdiand geographic regions; ¢

» adverse outcomes in intellectual property litigatémd other matters and the costs associated ss#rting and enforcing our
intellectual property portfolic

As a result of these and potentially other factawes believe that period-tperiod comparisons of our historical results ofratiens are nc
necessarily a good predictor of our future perfarosa If our future operating results are belowedhpectations of stock market securities
analysts or investors, or below any financial gnawe may provide to the market, our stock pridelikely decline. Further, as the scale of
our business increases, our ability to forecasbimes more difficult. In addition, financial guidanbeyond the current quarter is inherently
subject to greater risk and uncertainty.

We face risks associated with developing and marketing our products, including new product development and new product lines.

Our success depends on our ability to assimilate leehnologies in our products and to properly traur channel partners, sales force and
end-user customers in the use of those products.

The markets for our products are characterizedapidly changing technology, such as the deman#ifbrideo technology and lower
cost video infrastructure products, the shift frompremise-based equipment to a mix of solutioasititludes hardware and software and the
option for customers to have video delivered asraice from the cloud or through a browser, evalvimdustry standards and frequent new
product introductions, including an increased ensfghan software products. Historically, our focas lbeen on premise-based solutions for th
enterprise and public sector, targeted at vertieakets, including finance, manufacturing, governmeducation and healthcare. In additior
response to emerging market trends, and the netefte&t driven by business-to-business and busiteessnsumer adoption of UC&C, we ¢
expanding our focus to capture opportunities wigmmerging markets including mobile, SMBs, and clbaded delivery. If we are unable to
successfully capture these markets to the extditi@ated, or to develop the new technologies aarthgrships required to successfully
compete in these markets, then our revenues mayrowtas anticipated and our business may ultimételharmed. Given the competitive
nature of the mobile industry, changing end uséabk®rs and other industry dynamics, these relatiggs may not evolve into fully-developed
product offerings or translate into any future mawves. Further, we are sponsoring the Open Visuai@anications Consortiufi  (“OVCT!

") to leverage a global consortium of network anahaged service providers to deliver broad connigéctervice for unified communications
and enable better business-to-business commumnicdte OVCC may not be as successful as we havagih which could negatively impact
our ability to deliver solutions for these markets.

The success of our new products depends on sdaetats, including proper new product definitionpguct cost, services infrastructure
for cloud delivery, timely completion and introdigst of new products, proper positioning and pricorighew products in relation to our total
product portfolio and their relative pricing, diféatiation of new products from those of our coritpet and other products in our own
portfolio, market acceptance of these productsthadbility to sell our products to customers aspeehensive UC&C solutions. Other factors
that may affect our success include properly adingshe complexities associated with compatibikgues, channel partner and sales force
training, technical and sales support, and fiegpsut.

In addition, we are making additional investmentsi¢liver cloud-based and mobile UC&C solutions] e continue to invest in
immersive telepresence solutions. Ultimately, passible that our increased investments in thessesamay not yield the planned financial
results. In addition, in our high-end UC&C soluioisuch as immersive telepresence, that typicatjyire direct high touch sales involvement
with potential customers, we compete directly viditge, multi-national corporations, such as Cisgst&ns, who have substantially greater
financial, technical, marketing, and executive teses than we do, as well as greater name recogratid market presence with many
potential customers.

We also need to continually educate and train bannel partners to avoid any confusion as to tiseatality of new product offerings
and solutions compared to our existing productrofées and to be able to articulate and differeattae value of new offerings over those of
competitors and as the market evolves. Duringdbefew years, we launched several new productinffe, such as our mobile and cloud-
based solutions, and these new products could caumdasion among our channel partners and end-ubereby causing them to delay
purchases of our new products until they deterrtfiee market acceptance, or as they consider a W6&C centric strategy versus point
product or endpoint only deployments. Any delayButare purchases could adversely affect our reeengross margins and operating results
in the period of the delay.
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The shift in communications from circuit-switchedIP-based and other new technologies over timenegyire us to add new channel
partners, enter new markets and gain new core témtical competencies. We are attempting to addre=sse needs and the need to develop
new products through our internal development &fdhrough joint developments with other compaaied through acquisitions. However,
may not identify successful new product opportesitand develop and bring products to market imalyi manner. Further, as we introduce
new products, these product transition cycles nwygn smoothly, causing an increased risk of inegntbsolescence and relationship issues
with our end-user customers and channel partnéesfdilure of our new product development effoatrsy inability to service or maintain the
necessary third-party interoperability licenses, iaability to properly manage product transitiango anticipate new product demand, or our
inability to enter new markets would harm our bessand results of operations.

We may experience delays in product introductions @vailability, and our products may contain désechich could seriously harm our
results of operations.

We have experienced delays in the introductioregiain new products and enhancements in the pastd@&lays in product release dates
that we experienced in the past have been duetorfasuch as unforeseen technology issues, mautifacramping issues and other factors,
which we believe negatively impacted our salesmaean the relevant periods. Any of these or ofaetors may occur again and delay our
future product releases.

Our product development groups are dispersed thimutghe United States and other internationaltiona such as China, India and
Israel. As such, disruption due to geopoliticalftiots could create an increased risk of delaysaw product introductions.

We produce highly complex communications equipmehich includes both hardware and software andrpm@tes new technologies
and component parts from different suppliers. Rasglproduct defect and technology and quality ésscould cause delays in new product
introduction. Component part shortages could adese delays in product delivery and lead to ine@a®sts. Further, some defects may n
detected or cured prior to a new product launcimay be detected after a product has already laegcthed and may be incurable or result
product recall. The occurrence of any of these ®veould result in the failure of a partial or eafproduct line or a withdrawal of a product
from the market. We may also have to invest sigaift capital and other resources to correct thest@ems, including product reengineering
expenses and inventory, warranty and replacemestis.cbhese problems might also result in claimsnagas by our customers or others and
could harm our reputation and adversely affectriigales of our products.

Any delays for new product offerings currently undevelopment, including product offerings for mebtloud-based delivery, software
delivery and consumer markets or any product quegues, product defect issues or product recalitd adversely affect the market
acceptance of these products, our ability to compéectively in the market, and our reputationhvatir customers, and therefore could lead t
decreased product sales and could harm our bushesmay also experience cancellation of ordeficdity in collecting accounts receivab
increased service and warranty costs in excesgraésiimates, diversion of resources and incregmseniance costs and other losses to our
business or to end-user customers. For examples@emtly announced a number of new product offefisgme of which are not currently
available. If we experience delays in the reledsbese new products, or if the new products weetiatroduced contain defects, our business
and results of operations may be harmed.

Product obsolescence or discontinuance and excessiory can negatively affect our results of ofierss.

The pace of change in technology development atlieimelease of new products has increased anghécted to continue to increase,
which can often render existing or developing tedbgies obsolete. In addition, the introductiomefv products and any related actions to
discontinue existing products can cause existingriory to become obsolete. These obsolescenaesissuany failure by us to properly
anticipate product life cycles, can require writaaths in inventory value. If sales of one of thesadpcts has an unplanned negative effect on
sales of another of our products, it could sigaffity increase the inventory levels of the negdfiimpacted product. For each of our products
the potential exists for new products to rendesténg products obsolete, cause inventories ofiegigiroducts to increase, cause us to
discontinue a product or reduce the demand fotiegiproducts.

Further, we continually evaluate our product libeth strategically and in terms of potential growdtes and margins. Such evaluations
could result in the discontinuance or divestituréhose products in the future, which could beujs$ive and costly and may not yield the
intended benefits. For example, we divested owarprise wireless solutions business in Decembe2.201

We face risks related to the adoption rate of nestmologies.

We have invested significant resources developinguyxcts that are dependent on the adoption ratewftechnologies. For example, our
Polycom RealPresence Mobile solution is dependemtnberprise adoption of video technology and clbasged delivery solutions on mobile
devices. If the mobile video market does not grewva anticipate, or if our strategy for addressigmarket, or execution of such strategy, is
not successful, our business and results of opesatould be harmed. In addition, we develop newdycts or make product enhancements
based upon anticipated demand for new feature$umationality. Our business

47



Table of Contents

and revenues may be harmed if the use of new témfiiee that our future products are based on doesatur; if we do not anticipate shifts in
technology appropriately or rapidly enough; if ttevelopment of suitable sales channels does natoacoccurs more slowly than expected;
if our products are not priced competitively or acd readily adopted; or if the adoption rateswftsnew technologies do not drive demand fo
our other products as we anticipate. For exam{ileoagh we believe increased sales of UC&C solgtiwiil drive increased demand for our
UC platform products, such increased demand mapcmir or we may not benefit to the same extenuasompetitors. We also may not be
successful in creating demand in our installedarust base for products that we develop that ingatpanew technologies or features.
Conversely, as we see the adoption rate of newtdobies increase, product sales of our legacyymisdnay be negatively impacted, which
could materially impact our revenues and resultspafrations.

Lower than expected market acceptance of our pitsdpcice competition and other price changes waddatively impact our busine:

If the market does not accept our products, pdatityuour new product offerings on which we areyie on for future revenues, such as
product offerings for the mobile market, softwagstivery and cloud-based delivery, our businessaetating results would be harmed.
Further, revenues relating to new product offeriagsunpredictable, and new products typically Hawer gross margins for a period of time
after their introduction. As we introduce new protiy they could increasingly become a higher peaggnof our revenues. Our profitability
could also be negatively affected in the futura assult of continuing competitive price pressunethe sale of UC&C solutions equipment and
UC platform products. Further, in the past we h@adriced prices in order to expand the market fopooducts, and in the future, we may
further reduce prices, introduce new products ¢haty lower margins in order to expand the markedtionulate demand for our products, or
discontinue existing products as a means of stitimgl@rowth in a new product.

Finally, if we do not fully anticipate, understaadd fulfill the needs of end-user customers inviirtical markets that we serve, we may
not be able to fully capitalize on product salde those vertical markets and our revenues mayrdgly, fail to grow as anticipated or may
be adversely impacted. We face similar risks agxypand and focus our business on the SMB and sepvavider markets.

Failure to adequately service and support our pratdefferings could harm our results of operatia

The increasing complexity of our products and aiséed technologies has increased the need for eetlgsroduct warranty and service
capabilities, including integration services, whinhy require us to develop or acquire additionabaded service capabilities and make
additional investments. If we cannot adequatelyetigyand train our internal support organizatiomaintain our relationships with our
outside technical support providers, it could adebr affect our business.

In addition, sales of our immersive telepresendetisms are complex sales transactions, and theusadcustomer typically purchases ar
enhanced level of support service from us so ansoire that its significant investment can be faphgrational and realized. This requires us tc
provide advanced services and project manageméainrs of resources and technical knowledge ottistomer’s telecommunication
network. If we are unable to provide the propeelef support on a cost efficient basis, it mayssadamage to our reputation in this market
and may harm our business and results of operations

I mpairment of our goodwill or other assets would negatively affect our results of operations.

As of March 31, 2013, our goodwill was approximpt$b59.7 million and other purchased intangiblets®as approximately $53.5
million, which together represent a significanttpmr of the assets recorded on our condensed ddasad balance sheet. Goodwill and
indefinite lived intangible assets are reviewedifiopairment at least annually or sooner under cedacumstances. Other intangible assets
are deemed to have finite useful lives will conérta be amortized over their useful lives but niesteviewed for impairment when events or
changes in circumstances indicate that the cargimgunt of these assets may not be recoverableeiiog for and assessing whether
impairment indicators exist, or if events or changecircumstances have occurred requires significalgment. Therefore, we may be requ
to take a charge to operations as a result oféugoodwill and intangible asset impairment teste decreases in revenue and stock price tha
have occurred as a result of global economic faatmake such impairment more likely to result. Ipairment is deemed to exist, we would
write-down the recorded value of these intangilsieets to their fair values and these write-downsdcbharm our business and results of
operations.

Further, we cannot assure you that future inveniaomestment, license, fixed asset or other assigdAttowns will not happen. If future
write-downs do occur, they could harm our busirsassresults of operations.
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Difficultiesin identifying and integrating our acquisitions or implementing restructuring plans could adversely impact our business.
Difficulties in identifying and integrating acquiisins could adversely affect our busine

The process of identifying suitable candidatesiatefrating acquired companies into our operatieqsiires significant resources and is
time-consuming, expensive and disruptive to our busirfégifure to achieve the anticipated benefits of arquisitions, to retain key persont
or to successfully integrate the operations of@uaied company could harm our business, resultgefations and cash flows. We may not
realize the benefits we anticipate from our acgjoiss because of the following significant challeag

* incorporating the acquired company’s technology maiucts and services into our current and fupuoeluct lines, including
providing services that are new for |

* potential deterioration of the acquired companytdpict sales and revenues due to integration detvind management
distraction;

* managing integration issues, such as transitioricesr provided to us by HP in the acquisition o\

» potentially creating confusion in the marketplagdareffectively distinguishing or marketing the drect offerings of the newly
acquired company with our existing product lin

» entering new businesses or product lit

» potentially incompatible cultural differences beémghe two companie

» geographic dispersion of operatio

e interruption of manufacturing operations as wegion an acquired company’s manufacturing to aitsourced manufacturing
model,

* generating marketing demand for an expanded praditheg!

« distraction of the existing and acquired salesdataring the integration of the compani

« distraction of and potential conflict with the aggad compan’s products in regards to our existing channel past

» the difficulty in leveraging the combined technaksyand capabilities across all product lines arslamer bases; ai

e our inability to retain the customers or employekan acquired compan

We have spent and will continue to spend significasources identifying and acquiring businessesstMcquisitions involve numerous
risks, including difficulties in identifying stragé synergies which yield an acceptable level aineon investment, financing and integrating
the operations, technologies and products of thaeieed companies, the diversion of our managemeti&ntion from other business concerns
and the potential loss of key employees of the medicompanies. Failure to achieve the anticipakfits of any acquisition or to
successfully integrate the operations of the aeguiompany could also harm our business, resuliperfations and cash flows. Additionally,
we may incur material charges in future quartengfiect additional costs associated with any fiacquisition we may make.

Our failure to successfully implement restructurpigns related to vacant and redundant facilitiesikd adversely impact our business.

We have in the past, and may in the future, asqiatquiring a company or as part of restructugngons taken to streamline the
business, identify redundant facilities. If we itlBnredundant facilities, we would develop a ptarexit as part of the integration of the
acquired business or as part of the implementatidhe restructuring plan. Any reserve would beafetstimated sublease income we expe
generate. Our estimate of sublease income is lmsedrrent comparable rates for leases in the ctispemarkets. If actual sublease income is
lower than our estimates for any reason, if it talke longer than we estimated to sublease thetliidacor if the associated cost of subleasing
or terminating our lease obligations for theselities is greater than we estimated, we would iramditional charges to operations which
would harm our business, results of operationscaisti flows. To the extent that any such cash autflor additional costs exceed the amount
of our recorded liability related to the subleas¢éeomination of these lease obligations, we cantdir a charge to operations, which would
harm our business and adversely impact our restiiperations.
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We experience seasonal demand for our products and services, which may adversely impact our results of operations during certain periods.

Sales of some of our products have experience@sabffuctuations which have affected sequentialgh rates for these products,
particularly in our first and third quarters. Foaenple, the first quarter of the year is typicdhlg least predictable quarter of the year for ub ar
there is generally a slowdown for sales of our potsl in the European region in the third quartezaath year. Further, the timing of fiscal year
ends for our government and enterprise customeysresalt in significant fluctuations from quarterquarter. Seasonal fluctuations could
negatively affect our business, which could causeoperating results to fall short of anticipatedults for such quarters.

Our operating results are hard to predict as a significant amount of our sales may occur at the end of a quarter and certain of our service
provider contractsinclude contractual acceptance provisions.

The timing of our channel partner orders and pradslipments and our inability to reduce expenséskfjumay adversely impact our
operating results.

Our quarterly revenues and operating results depeladge part upon the volume and timing of chamaetner orders received during a
given quarter and the percentage of each ordemtbaire able to ship and recognize as revenueglaenh quarter, each of which is extremely
difficult to forecast. We have experienced longies cycles in connection with our high-end UC&@usons, which could also increase the
level of unpredictability and fluctuation in thenting of orders. Further, depending upon the conipyl@f these solutions, such as immersive
telepresence and some UC platform products, andrttierlying contractual terms, revenue may notoegnized until the product has been
accepted by the end-user, resulting in furthermaeeunpredictability.

Our expectations for both short and long-term fittavenues are based almost exclusively on ourestimate of future demand and not
on firm channel partner orders. Our expense lem&dased largely on these estimates. In addaisignificant portion of our product orders
are received in the last month of a quarter, tyjyiche last few weeks of that quarter; thus, theredictability of the receipt of these orders
could negatively impact our future results. Fotange, we have experienced a high percentage dfamkings and resulting revenues in the
third month of the quarter. For example, in thetfgquarter of 2013, approximately 48% of our quarteevenues were recognized in the third
month of the quarter. Accordingly, if for any reasarders and revenues do not meet our expectdtianparticular period, we will be limited
in our ability to reduce expenses quickly, and sigyificant shortfall in demand for our productgé@tation to our expectations would have an
adverse impact on our operating results.

Delays in receiving contractual acceptance will sawelays in our ability to recognize revenue amg impact our quarterly revenue
depending upon the timing and shipment of ordedeusuch contracts.

Certain of our sales contracts include product gizeese provisions which vary depending upon the gfproduct and individual terms
of the contract. In addition, acceptance criterayroe required in other contracts in the futur@ethging upon the size and complexity of the
sale and the type of products ordered. As we iiserear focus on growing our service provider bussné is likely that an increased amount o
our revenue will be subject to such contractuabptance terms and we may introduce new revenuelmiidg could result in less revenue
being recognized upfront. Accordingly, we deferenewre until the underlying acceptance criteria iy gimen contract have been met.
Depending upon the acceptance terms, the timitigeofeceipt and subsequent shipment of an orderesayt in acceptance delays, may
reduce the predictability of our revenues, andseguently, may adversely impact our revenues asudtseof operations in any particular
quarter.

We facerisksrelated to our dependence on channel partnersto sell our products.
Conflicts and competition with our channel partnarsl strategic partners could hurt sales of ourdarots.

We have OEM agreements with major telecommunicatéxuipment manufacturers, such as Avaya and Ggstems, whereby we
manufacture our products to work with the equipntrihe OEM. These relationships can create cdafligth our other channel partners who
directly compete with our OEM partners, or couldate conflicts among our OEM partners who compéte each other, which could
adversely affect revenues from these other chgraréhers or our OEM partners. Conflicts among oEMDartners could also make contint
partnering with these OEM partners increasingl§iaift. Our OEM partners may decide to enter inteesv OEM partnership with a company
other than us, such as the recent announcemer@igwd Systems has selected a different vendoeveldp its latest IP conference phones, or
develop products of their own, or acquire such pot&lthrough acquisition, that compete with ourthanfuture, which could adversely affect
our revenues and results of operations. Becausg ofayur channel partners also sell equipmentdbatpetes with our products, these chai
partners could devote more attention to these gteetucts which could harm our business. Furtren gesult of our more direct-touch sales
model, we may alienate some of our channel partrecause a shift in product sales from our tradal channel model. Due to these and othe
factors, channel conflicts could arise which catlsannel partners to devote resources to non-Polymynmunications equipment, or to offer
new products from our competitors, which would riegdy affect our business and results of operation
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As part of our strategic initiatives, we are focwgson our strategic alliances with Microsoft, AT&Ind IBM. For example, we recently
announced the expansion of our strategic relatipsshith AT&T and IBM to expand our offerings. Deiing, managing and developing these
partnerships is expensive and time consuming andnofcome to fruition or yield the desired resuiltspacting our ability to effectively
compete in the market and to take advantage afipated future market growth. For example, our egtegic relationship with Microsoft in
which we are jointly developing and marketing a UC&olution that leverages the demand for Microsafeéxt generation UC server could
negatively impact our ability to compete effectivel the UC&C marketplace if we are unsuccessfulr @obile solutions are also dependent
on our ability to successfully partner with mohilevice manufacturers.

In addition, as we enter into agreements with tlstisgegic partners to enable us to continue tamaur relationships with these
partners, we may undertake additional obligatioh&tvcould trigger unintended penalty or other jBimns in the event that we fail to fully
perform our contractual commitments or could resudditional costs beyond those that are plammedder to meet these contractual
obligations.

As we continue to build strategic partnerships witimpanies, conflicts between our strategic pastneuld arise which could harm our
business.

Some of our current and future products are diyextmpetitive with the products sold by both ouawhel and strategic partners. As a
result of these conflicts, there is the potentaldur channel and strategic partners to compeitd-teehead with us or to significantly reduce or
eliminate their orders of our products or designteahnology out of their products. Further, sorhew products are reliant on strategic
partnerships with call manager providers and wazldC platform providers. These partnerships rasultteroperable features between
products to deliver a total solution to our muteatl-user customers. Competition with our partneadliof the markets in which we operate is
likely to increase, which would adversely affect oevenues and could potentially strain our exgstielationships with these companies.

We are subject to risks associated with our chapaeiners’ sales reporting, product inventories gdduct sell-through.

We sell a significant amount of our products toroiel partners who maintain their own inventory of products for sale to dealers and
end-users. Our revenue estimates associated vaittupts stocked by some of our channel partnerbased largely on end-user sales reports
that our channel partners provide to us on a mgitthsis. To date, we believe this data has beeergiynaccurate. To the extent that this sale
out and channel inventory data is inaccurate orexgived timely, our revenue estimates for fupggods may be less reliable. Further, if tt
channel partners are unable to sell an adequatargrabtheir inventory of our products in a givemmagter or if channel partners decide to
decrease their inventories for any reason, suehrasurrence of global economic uncertainty andrdom in technology spending, the volume
of our sales to these channel partners and ounuvegewould be negatively affected. In addition,ale® face the risk that some of our channel
partners have inventory levels in excess of futumécipated sales. If such sales do not occurdrtithe frame anticipated by these channel
partners for any reason, these channel partnerssaizstantially decrease the amount of product tihegr from us in subsequent periods, or
product returns may exceed historical or prediétgdls, which would harm our business and creagxpected variations in our financial
results.

Potential changes to our channel partner programstmnnel partner contracts may not be favorablyeiged and as a result our chani
partner relationships and results of operations rbayadversely impacte

Our channel partners are eligible to participatearious incentive programs, depending upon thaitractual arrangements with us. As
part of these arrangements, we have the right teerohanges in our programs and launch new progaarbsisiness conditions warrant.
Further, from time to time, we may make changesutochannel partner contracts. These changes cpglet our channel partners with the
effect that they could add competitive productthtair portfolios, delay advertising or sales of puvducts, or shift more emphasis to selling
our competitors’ products. Our channel partners natybe receptive to future changes and we mayeaugive the positive benefits that we
anticipate in making any program and contractuahdes.

Consolidation of our channel partners and strategaetners may result in changes to our overall hass relationships, less favorable
contractual terms and disruption to our business.

We have seen consolidation among certain of owgtiagi channel partners and strategic partnersudh mstances, we may experience
changes to our overall business and operatioratioakhips due to dealing with a larger combinetitygrand our ability to maintain such
relationships on favorable contractual terms maijrbiged. Depending on the extent of these chamgesother disruptions caused to the
combined businesses during the integration petiwdtiming and extent of revenue from these chapaghers may be adversely affected.

We are subject to risks associated with the suaziedee businesses of our channel partners.

Many of our channel partners that carry multiplédyPom products, and from whom we derive significeaenues, are thinly capitalized.
Although we perform ongoing evaluations of the @wedrthiness of our channel partners, the failuréhese businesses
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to establish and sustain profitability, obtain ficang or adequately fund capital expenditures cbialee a significant negative effect on our
future revenue levels and profitability and ourlidbto collect our receivables. As we grow oureaues and our customer base, our expos!
credit risk increases. In addition, global econouricertainty, reductions in technology spendinthaUnited States and other countries, and
the ongoing challenges in the financial servicesigtry have restricted the availability of capitahich may delay collections from our channel
partners beyond our historical experience or mageaompanies to file for bankruptcy, jeopardizimg collectability of our receivables from
such channel partners and negatively impactingudure results.

Our channel partner contracts are typically shaetsh and early termination of these contracts mayrhaur results of operations.

We do not typically enter into long-term contrawith our channel partners, and we cannot be ceasiio future order levels from our
channel partners. In the event of a terminatiofy of our major channel partners, we believettimenduser customer would likely purchi
from another one of our channel partners, buti$f did not occur and we were unable to rapidlyaeplthat revenue source, its loss would f
our results of operations.

If our channel partners fail to comply with lawsstandards, our business could be harn

We expect our channel partners to meet certairdatds of conduct and to comply with applicable lasush as global anticorruption
laws. Noncompliance with such standards or lawsdcharm our reputation and could result in harmuo business and results of operation
the event we were to become involved in an invatitg due to such noncompliance by a channel partne

International sales and expenses represent a significant portion of our revenues and operating expenses and risks inherent in international
operations could harm our business.

International sales and expenses represent ais@mifportion of our revenues and operating expereaad we anticipate that internatio
sales and operating expenses will continue to &saeln the quarter ended March 31, 2013 and 20tE2national revenues represented 58%
and 61% of our total revenues, respectively. Irggomal sales and expenses are subject to centagmant risks, which would be amplified if
our international business grows as anticipatedyding the following:

« adverse economic conditions in international markatch as the restricted credit environment amdretgn credit concerns in
EMEA and the recent reduced government spendinglmgjated sales cycles we have seenin C

« foreign currency exchange rate fluctuations, iniclgdhe recent volatility of the U.S. dollar, afg:timpact of our underlying
hedging programs

« environmental and trade protection measures araf &gbal and regulatory requirements, some of whiely affect our ability to
import our products, to export our products fromsell our products in various countris

e unexpected changes in regulatory requirementsaaiftsf

* longer payment cycle:

» potentially adverse tax consequences;

» the impact of instability in the Middle East or itaty action or other hostilities on foreign maike

International revenues may fluctuate as a percentétptal revenues in the future as we introdum& products. These fluctuations are
primarily the result of our practice of introducingw products in North America first and the adutitil time and costs required for product
homologation and regulatory approvals of new preéslircinternational markets. To the extent we arable to expand international sales in a
timely and cost-effective manner, our businessatbel harmed. We may not be able to maintain oeas® international market demand for
our products.

Although to date, a substantial majority of ouemiational sales have been denominated in U.Sermeyr we expect that a growing
number of sales will be denominated in non-U.Srengies as more international customers requdstcih their currency. In particular, with
the acquisition of HPVC, a number of the custonmtiacts that we assumed provide for local curréniitings. We maintain local currency
pricing in the European Union and the United Kingadehereby we price and invoice our products andices in Euros and British Pounds. In
addition, some of our competitors currently invaiedoreign currency, which could be a disadvanteges in those markets where we do not.
Our international operating expenses are primaeiyominated in foreign currency with no offsettiegenues in those currencies except fo
Euro and British Pound. As a result of these fagtae expect our business will be vulnerable toenay fluctuations, which could adversely
impact our revenues and margins. We will contimuevaluate whether it is necessary to denomindgés galocal currencies other than the
Euro and the British Pound, depending on custoeguirements.
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We do not hedge for speculative purposes. As dtresaur increased exposure to currency fluctuadjove typically engage in currency
hedging activities to mitigate currency fluctuatiexposure. Our hedging costs can vary depending tigosize of our hedge program, whethe
we are purchasing or selling foreign currency redato the U.S. dollar and interest rates spreatisden the U.S. and other foreign markets
a result, interest and other income (expensehaebecome less predictable and more difficulbtedast. The impact in any given quarter of
our hedging programs is dependent upon a numbfectdrs, including the actual level of foreign @mcy denominated revenues, the
percentage of actual revenues covered by our heatgeacts, the exchange rate in our underlying dexdgtracts and the actual exchange rate
during the quarter. As a result of our program meeeased operating income by $1.1 million, $2.2iom, $0.1 million, and $0.3 million in the
first, second, third, and fourth quarters of 20E8pectively, and $0.7 million in the first quartér2013.

Difficulties we may encounter managing a substantially larger business could adversely affect our operating results.
If we fail to successfully attract and retain higlgualified management personnel, our businessheitharmed

Our future success will depend in part on our cared ability to hire, assimilate and retain highbalified senior executives and other
key management personnel. As new hires assessthas of responsibilities and define their orgativzns, it will likely result in disruption to
the business and additional organizational changesstructuring actions and charges. Future chatggeur executive and senior managemer
teams, including new executive hires or departuresld cause disruption to the business and haveaact on our ability to execute
successfully in future periods, while these operati areas are in transition. Competition for dfieadiexecutive and other management
personnel is intense, and we may not be succeassdttracting or retaining such personnel, whicbhlddarm our business.

We have experienced significant growth in our bessrand operations and if we do not appropriatedyage this growth and any future
growth, our operating results may be negativelgettd.

Our business has grown in recent years, both arghiyiand through business acquisitions and we ham®unced new products and
expansion of key strategic alliances to furthemgowr business and market opportunities. Our exatatgainst our strategy may strain our
organizational resources and may not ultimatelyltes the return on investment that is anticipatédrther, continued growth may cause a
significant strain on our infrastructure, intersgbtems and managerial resources. To manage omthgedfectively, we must continue to
improve and expand our infrastructure, includingimation technology and processes, financial dpegand administrative systems and
controls, and continue managing headcount andatapian efficient manner. We plan to upgrade aqahad our information technology
systems and underlying business processes, whitheadostly and disruptive to our business andinability to do so could harm our
business. Similarly, revenues may not grow at ficsent rate to absorb the costs associated wiginger overall headcount. In addition, we
must continue to evolve our processes to take ddgarof automation tools as the size of our busigesws. As our business becomes
increasingly more complex, our ability to forecastl effectively control our operating expenses bexomore challenging.

We have a Shared Services Center (“SSC”) in Beiffgina, where we perform certain accounting, oeagry and other functions
previously performed in regional headquarter laragiand we may expand our SSC operations in thesfutfforts to globalize these shared
functions into one location may not yield the irded benefits and could result in higher turnovanthlanned, which could have an adverse
effect on these functions during the transitionadidition, if the controls we put in place withpest to the SSC fail to operate effectively, our
business and results of operations could be harmed.

We have in the past, and we may again in the futomglement restructuring plans to eliminate oocette positions in order to reallocate
resources to more strategic growth areas of thinéss and to reduce our operating costs. Suchuodsting actions resulted in charges to
operations of $5.4 million and $2.9 million duritfee quarter ended March 31, 2013 and 2012, respctiAny organizational disruptions
associated with restructuring activities would riegjincreased management attention and financmditures which may impact our
operations.

We have limited supply sources for some key components of our products and services and for the outside development and manufacture of
certain of our products, and our operations could be harmed by supply or service interruptions, component defects or unavailability of these
components or products.

Some key components used in our products are clyrgrailable from only one source and others amglable from only a limited
number of sources, including some key integratezlit and optical elements. Because of such lavsteurces for component parts, we may
have little or no ability to procure these partfavorable pricing terms. We also obtain certaimponents from suppliers in China, Japan, an
certain Southeast Asia countries, and any politicaconomic instability in these regions in theufe, natural disasters, disruptions associatec
with infectious diseases, or future import resiics, may cause delays or an inability to obtagséhsupplies. Further, we have suppliers in
Israel and the military action in Iraq, Libya, Afghistan or war with other Middle Eastern countfesceived as a threat by the United States
government may cause delays or an inability tointstapplies for our UC platform products.
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We have no raw material supply commitments fromsuppliers and generally purchase components amchg@se order basis either
directly or through our contract manufacturers. 8afithe components included in our products, siscmicroprocessors and other integrated
circuits, have from time to time been subject toitéd allocations by suppliers. In addition, comiparwith limited or uncertain financial
resources manufacture some of these componentieFurve do not always have direct control oversingply chain, as many of our
component parts are procured for us by our contractufacturers. In the event that we, or our cahtr@anufacturers, are unable to obtain
sufficient supplies of components, develop altémeagources as needed, or companies with limiteahfiial resources go out of business, our
operating results could be seriously harmed. Intaig we may incur additional costs to resolvesthsupply shortages, which would
negatively impact our gross margins.

We have strategic relationships with third part@develop and manufacture certain products fofrhe.loss of any such strategic
relationship due to competitive reasons, contradisputes, the financial instability of a strategiartner or their inability to obtain any
financing necessary to adequately fund their opmrst could have a negative impact on our abibtpiioduce and sell certain products and
product lines and, consequently, would adversdicabur revenues and results of operations.

We are dependent upon third parties to providenmamaged services for our immersive telepresenatupts. Any disruption in our
managed services for our customers may materidirgraely affect our ability to sell our immersiwdepresence products.

Additionally, our HDX solutions and network syst@moducts are designed based on digital signal pemee and integrated circuits
produced by Texas Instruments and cameras prodycddC. If we could no longer obtain integratectaits or cameras from these suppliers,
we would incur substantial expense and take sutistdime in redesigning our products to be commativith components from other
manufacturers, and we might not be successful taiming these components from alternative sountestimely or cost-effective manner. The
failure to obtain adequate supplies of vital congra could prevent or delay product shipments, hioculd harm our business. We also rely
on the introduction schedules of some key companiarthe development or launch of new products. dakays in the availability of these k
components could harm our business.

Our operating results would be seriously harmedelogipt of a significant number of defective comgimis or components that fail to
fully comply with environmental or other regulatagquirements, an increase in component pricesioinability to obtain lower component
prices in response to competitive price reductions.

If we experience manufacturing disruptions or capacity constraints or our manufacturersfail to comply with laws or standards, our business
would be harmed.

We subcontract the manufacture of most of our prtedto Celestica, Askey, Flextronics, Foxconn afi@th, which are all third-party
contract manufacturers. We use Celestica’s fagdlith Thailand and China, Flextronics’ facilitiashlexico and Askey’s, Foxconn’s, and
VTech’s facilities in China. Should there be angrdption in the ability of these third party marattaers to conduct business for any reason,
our business and results of operations would beédr While we have begun to develop secondary naatwring sources for certain products,
Celestica’s facilities are currently the manufaetuor substantially all of these products, an@élestica experiences an interruption in
operations, suffers from capacity constraintssartherwise unable to meet our current or futucelpetion requirements we would experien
delay or inability to ship our products, which wddlave an immediate negative impact on our reverierseover, any incapacitation of any of
our or our subcontractorsianufacturing sites due to destruction, naturasier or similar events could result in a lossrofipct inventory. A:

a result of any of the foregoing, we may not beablmeet demand for our products, which could treglg affect revenues in the quarter of
the disruption or longer depending upon the mageitf the event, and could harm our reputatiomddition, operating in the international
environment exposes us to certain inherent risicduding unexpected changes in regulatory requingsnand tariffs, difficulties in staffing and
managing foreign operations and potentially adveageonsequences, all of which could harm ourrmss and results of operations.

In addition, we expect our contractors to meetaterstandards of conduct, including standardsedlad the environment, health and
safety and general working conditions and compganith laws. Significant or continuing noncomplienaf such standards or applicable laws
could harm our reputation or cause us to experidigraptions that could harm our business and testiloperations. For example, the SEC
adopted rules imposing diligence and disclosurairemqents around the use of “conflict mineralsthe products we have manufactured.
While these rules are likely to result in additibtime and cost to diligence our contractors, they also affect the sourcing and availability of
minerals we use in our products. Although we doamticipate any material adverse effects baseti@setrules, we will need to ensure that ou
contractors comply with them. Our failure to timelymply with these rules could result in governnfergs, remediation costs, product delays
loss of customers and damage to our reputatiorghwdould have a material adverse effect upon osinless and results of operations.

We facerisksrelating to changesin rules and regulations of the FCC and other regulatory agencies.

Our products and services are subject to varioderéd, state, local, and foreign laws and regutati€ompliance with current laws and
regulations has not had a material adverse effecuo financial condition. However, new laws anguiations or new or different
interpretations of existing laws and regulationsldaleny or delay our access to certain marketeduire us to incur costs or become the basi
for new or increased liabilities that could haveaterial adverse effect on our financial conditéonl results of operations.
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The telecommunications industry is regulated byRederal Communications Commission (“FCC”) in thateld States and similar
government agencies in other countries and is sutjechanging political, economic, and regulatoffuences. Changes in
telecommunications requirements, or regulatory irequents in other industries in which we operate 0o in the future, in the United States
other countries could materially adversely affaat lousiness, operating results, and financial dandiincluding our newly acquired managed
services offering. Further, changes in the regutatif our activities, such as increased or decteesgulation affecting prices, could also ha
material adverse effect upon our business andtsestibperations.

If we have insufficient proprietary rights or if we fail to protect those rights we have, our business could be materially impaired.

We rely on third-party license agreements and teatidon or impairment of these agreements may cdak®ys or reductions in product
introductions or shipments which could harm ouribass.

We have licensing agreements with various suppl@rsoftware incorporated into our products. ladigidn, certain of our products are
developed and manufactured based largely or sofethird-party technology. These third-party softeviicenses and arrangements may not
continue to be available to us on commercially seable or competitive terms, if at all. The terntio@ or impairment of these licenses could
result in delays or reductions in new product idtrctions or current product shipments until equmakoftware could be developed, licensed
and integrated, which could harm our business asdlts of operations. Further, if we are unableltmin necessary technology licenses on
commercially reasonable or competitive terms, wadbe prohibited from marketing our products, af¢o market products without certain
features, or incur substantial costs to redesigrpmducts, defend legal actions, or pay damageaddlition, some of our products may include
“open source” software. Our ability to commercialiroducts or technologies incorporating open sosoftware may be restricted because,
among other factors, open source license termshmaynclear and may result in unanticipated obligetiregarding our product offerings.

We rely on patents, trademarks, copyrights anddrsekcrets to protect our proprietary rights whichymot be sufficient to protect our
intellectual property.

We rely on a combination of patent, copyright, &nadrk and trade secret laws and confidentialitggdares to protect our proprietary
rights. Others may independently develop similappietary information and techniques or gain actessaur intellectual property rights or
disclose such technology. In addition, we cannstigsyou that any patent or registered trademariedvioy us will not be invalidated,
circumvented or challenged in the U.S. or foreigardries or that the rights granted thereunderpvdlvide competitive advantages to us or
any of our pending or future patent application @ issued with the scope of the claims soughigyif at all. Furthermore, others may
develop similar products, duplicate our productdesign around our patents. In addition, foreigeliactual property laws may not protect our
intellectual property rights. Litigation may be essary to enforce our patents and other intelleptagerty rights, to protect our trade secrets,
to determine the validity of and scope of the pietary rights of others, or to defend against ckaohinfringement or invalidity. Litigation
could result in substantial costs and diversioregburces which could harm our business, and wiel edtimately be unsuccessful in protect
our intellectual property rights. Further, our ifgetual property protection controls across owbgl operations may not be adequate to fully
protect us from the theft or misappropriation of oellectual property, which could adversely hayur business.

We face intellectual property infringement clainmslather litigation claims that might be costlyrésolve and, if resolved adversely, may h
our operating results or financial condition.

We are a party to lawsuits (patent-related andratise) in the normal course of our business. Tlalte of, and costs associated with,
complex litigation matters are difficult to predieind the uncertainty associated with substantiedsolved lawsuits could harm our business,
financial condition, and reputation. Negative depehents with respect to pending lawsuits could eaus stock price to decline, and an
unfavorable resolution of any particular lawsuitltbhave an adverse effect on our business anttsedwperations. In addition, we may
become involved in regulatory investigations oresthovernmental or private legal proceedings, whimhld be distracting, expensive and time
consuming for us, and if public, may also causestock price to be negatively impacted. We expeat the number and significance of claims
and legal proceedings that assert patent infringéiaims or other intellectual property rights eang our products, either directly against us
or against our customers, will increase as oummss expands. Any claims or proceedings againsthether meritorious or not, could be time
consuming, result in costly litigation, requirergificant amounts of management time, result indiversion of significant operational
resources, or require us to enter into royaltyicarising agreements or pay amounts to third paptiesuant to contractual indemnity provisic
Royalty or licensing agreements, if required, maybe available on terms favorable to us or atailunfavorable outcome in any such claim
or proceeding could have a material adverse impaciur financial position and results of operatiforsthe period in which the unfavorable
outcome occurs, and potentially in future peridelgther, any settlement announced by us may expote further claims against us by third
parties seeking monetary or other damages whian gwnsuccessful, would divert management aterfriom the business and cause us to
incur costs, possibly material, to defend such ensit
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If wefail to manage our exposure to the volatility and economic uncertainty in the global financial marketplace successfully, our operating
results could be adver sely impacted.

We are exposed to financial risk associated wighgllobal financial markets, which includes volafilin interest rates, uncertainty in the
credit markets and instability in the foreign cuecg exchange market.

Our exposure to market rate risk for changes er@st rates relates primarily to our investmentfplio. The primary objectives of our
investment activities are to preserve principalimaan adequate liquidity and portfolio diversiftezan while at the same time maximizing yie
without significantly increasing risk. To achieVeese objectives, a majority of our marketable itmests include debt instruments of the U.S.
government and its agencies, investgmatde corporate debt securities, bank certificateeposit and money market instruments denomi
in U.S. dollars.

The valuation of our investment portfolio is subjecuncertainties that are difficult to predicadtors that may impact its valuation
include changes to credit ratings or quality of $beurities, interest rate changes, the ongoieggth and quality of the global credit market
and liquidity. All of the securities in our invesémt portfolio are investment-grade rated, but tistability of the credit market could impact
those ratings and our decision to hold these s&esirif they do not meet our minimum credit ratmeguirements. If we should decide to sell
such securities, we may suffer losses in prinoipdle that have significantly declined in value doi¢he declining credit rating of the securi
and the ongoing strength and the global financedkets as a whole. If the carrying value of ouestments exceeds the fair value, and the
decline in fair value is deemed to be other-thanperary, we will be required to writdewn the value of our investments. For the quatetec
March 31, 2013 and 2012, we did not recognize dhgrethan-temporary impairment or losses on ouestwents.

With the instability in the financial markets, weutd incur significant realized or other than temgyg impairment losses associated with
certain of our investments which would reduce atrincome. We may also incur further temporary impant charges requiring us to record
additional unrealized loss in accumulated otherm@mensive income.

Delays or loss of government contracts or failureto obtain required government certifications could have a material adverse effect on our
business.

We sell our products indirectly and provide sersite governmental entities in accordance with geregulated contractual
arrangements. While reporting and compliance withegnment contracts is both our responsibility #redresponsibility of our partner, or our
partner’s lack of reporting or compliance could &awn impact on the sales of our products to govemmgencies. Further, the United States
Federal government has certain certification amdliypct requirements for products sold to them. Ifareeunable to meet applicable certifica
or other requirements within the timeframes spedifiy the United States Federal government, arritompetitors have certifications for
competitive products for which we are not yet diedi, our revenues and results of operations wbalddversely impacted.

We are required to evaluate our internal control over financial reporting under Section 404 of the Sarbanes-Oxley Act of 2002 and any
adverse results from such evaluation could result in a loss of investor confidence in our financial reports and have an adverse effect on our
stock price.

Pursuant to Section 404 of the Sarbanes-Oxley A2002 (“Section 404"), we are required to furngsheport by our management on our
internal control over financial reporting. Suchegpcontains, among other matters, an assessméms effectiveness of our internal control
over financial reporting as of the end of our flsggar, including a statement as to whether oromotinternal control over financial reporting is
effective. This assessment must include disclostiemy material weaknesses in our internal corttvelr financial reporting identified by
management. While we were able to assert in ounAhReport on Form 10-K for the fiscal year endext®&mber 31, 2012, that our internal
control over financial reporting was effective dbecember 31, 2012, we must continue to monitar @sess our internal control over
financial reporting. In addition, our control framerk may suffer if we are unable to adapt our aagrftamework appropriately as we continue
to grow our business. If we are unable to assahinfuture reporting period that our internal cohbver financial reporting is effective (or if
our independent registered public accounting fsranable to express an opinion on the effectiveagsar internal controls), we could lose
investor confidence in the accuracy and completengsur financial reports, which would have anexge effect on our stock price.

Changing laws and increasingly complex corporate governance and public disclosure requirements could have an adver se effect on our
business and operating results.

Changing laws, regulations and standards, inclutlinge relating to corporate governance, sociarenmental responsibility,
anticorruption and public disclosure and newly ¢@@dSEC regulations, have created additional canpé requirements for us. Our efforts to
comply with these requirements have resulted imerease in expenses and a diversion of managesrténg from other business activities.
While we believe we are compliant with laws andutagons in jurisdictions where we do businessmest continue to monitor and assess ou
compliance in the future, and we must also contiouexpand our compliance procedures. Any failimgbese procedures in the future could
result in time consuming and costly activities,guital fines and penalties, and diversion of mameage time, all of which could hurt our
business.
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Changesin existing financial accounting standards or practices may adversely affect our results of operations.

Changes in existing accounting rules or practines; accounting pronouncements, or varying integpiats of current accounting
pronouncements could have a significant adversetedin our results of operations or result in clegrtg our business operations in support of
such changes. Further, such changes could potgrafédct our reporting of transactions completedooe such changes are effective.

Changesin our tax rates could adversely affect our future results.

We are a U.S. based multinational company subjeieb¢ in multiple U.S. and foreign tax jurisdictimriJnanticipated changes in our tax
rates could affect our future results of operati@sr future effective tax rates, which are difftao predict, could be unfavorably affected by
changes in, or interpretation of, tax rules andil&ipns in the jurisdictions in which we do busisgby unanticipated decreases in the amoun
of revenue or earnings in countries with low statytax rates, by lapses of the availability of thé. research and development tax credit, or
by changes in the valuation of our deferred tartgsand liabilities. Further, the accounting farcktcompensation expense in accordance witl
ASC 718 and uncertain tax positions in accordanite ASC 740 could result in more unpredictabilitydavariability to our future effective tax
rates.

We are also subject to the periodic examinatioousfincome tax returns by the Internal Revenue iBetand other tax authorities, and in
some cases, we have received additional tax assatsriVe regularly assess the likelihood of adveuteomes resulting from these
examinations to determine the adequacy of our piawifor income taxes. We may underestimate theoouwe of such examinations which, if
significant, would have a material adverse effecbar results of operations and financial condition

Businessinterruptions could adversely affect our operations.

Our operations are vulnerable to interruption log,fearthquake, or other natural disaster, quaresmtr other disruptions associated with
infectious diseases, national catastrophe, tetracisvities, war, ongoing disturbances in the MédBast, an attack on Israel, disruptions in our
computing and communications infrastructure dugawer loss, telecommunications failure, human epbysical or electronic security
breaches and computer viruses (which could leaveilnerable to the loss of our intellectual propent the confidential information of our
customers, disruption of our business activities potential litigation), and other events beyond @antrol. We have a business continuity
program that is based on enterprise risk assessmigch addresses the impact of natural, technoédginanmade and geopolitical disasters
our critical business functions. This plan helpslfimte the continuation of critical business ditigs in the event of a disaster but may not
prove to be sufficient. In addition, our busineg®iruption insurance may not be sufficient to cengate us for losses that may occur, and an
losses or damages incurred by us could have aialadrerse effect on our business and resultpefations. Further, given our linearity, any
interruption of our business, business processegstems late in a fiscal quarter could potentiaigatively impact our financial results for
such period.

In the case of our managed services business, it dailure or downtime could affect a signifitgportion of our customers. Since our
ability to attract and retain customers dependsiworability to provide customers with highly reliatservice, even minor interruptions could
harm our reputation or cause us to miss contractiaations, which could have a material adveffeceon our operating results and our
business.

Our cash flow could fluctuate due to the potential difficulty of collecting our receivables and managing our inventories.

Over the past few years, we have made significavgistments in EMEA and Asia to expand our busiireisese regions. In EMEA and
Asia, as with other international regions, credinis are typically longer than in the United Staldwrefore, as Europe, Asia and other
international regions have grown as a percentageiiofevenues, accounts receivable balances hexneased as compared to previous years,
and we expect this trend to continue. As a reaidthave seen our days sales outstanding increétheugh from time to time we have been
able to largely offset the effects of these infleemthrough additional incentives offered to chapaeners at the end of each quarter in the
form of prepay discounts, these additional incexttiiave lowered our profitability. In addition, aomic uncertainty or a downturn in
technology spending in the United States and atbentries could restrict the availability of capitahich may delay our collections from our
channel partners beyond our historical experiemeaay cause companies to file for bankruptcy. Eithdelay in collections or bankruptcy
would harm our cash flow and days sales outstangmfprmance.

In addition, as we manage our business and focshorter shipment lead times for certain of ourdpiais and implement freight cost
reduction programs, our inventory levels may insegaesulting in decreased inventory turns thaldcoegatively impact our cash flow. We
believe inventory turns will continue to fluctuatepending upon our ability to reduce lead timesyelsas due to changes in anticipated
product demand and product mix and the mix of odesght versus air freight.
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Our stock price fluctuates as a result of the conduct of our business and stock market fluctuations and may be extremely volatile.

The market price of our common stock has from timéme experienced significant fluctuations. Tharket price of our common stock
may be significantly affected by a variety of fastancluding:

» statements or changes in opinions, ratings or egsrestimates made by brokerage firms or indusiayyats relating to the market
in which we do business, including competitorstipeans, suppliers or telecommunications industrdées or relating to us
specifically;

» the announcement of new products, product enharmdsroe acquisitions by us or by our competits
» technological innovations by us or our competiti
» quarterly variations in our results of operatic

» failure of our future operating results to meeteotptions of stock market analysts or investorschvts inherently subject to grea
risk and uncertainty as expectations increasenyfinancial guidance we may provide to the mar

» general market conditions or market conditions gjgeto technology industries; ar
» domestic and international macroeconomic fac
In addition, the stock market has in the past @gpeed significant price and volume fluctuationiated to general economic, political
and market conditions. These fluctuations haveahadbstantial effect on the market prices for ntaigh technology companies like us and are
often unrelated to the operating performance okglexific companies. As with the stock of many ofhblic companies, the market price of

our common stock continues to be volatile. Thisessive volatility in our stock price is unpredid&abnd may continue for an indefinite period
of time.

Item 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS
Share Repurchase Program

The following table provides a month-to-month sumyra the stock purchase activity based upon se#lg date during the quarter
ended March 31, 2013:

Total Number of Approximate
Shares Purchase Dollar Value of Shares
Total
Number of as Part of Publicly that May
Shares Average Price Paic Yet be
Purchased Announced Plan Purchased Under the
Period (1)(2) per Share(1)(2) (2) Plan(2)
1/1/13 to 1/31/13 78C $ 11.4C — $ 72,787,00
2/1/13 to 2/28/1. 1,089,75! $ 9.61 695,84 $ 66,141,00
3/1/13 to 3/31/1: 2,671,96! $ 10.372 2,671,82 $ 39,135,00
Total 3,762,50 $ 10.5¢ 3,367,66!

(1) Includes 394,835 shares repurchased in Janleoygh March 2013 to satisfy tax withholding obligns as a result of the vesting of
performance shares and restricted stock L

(2) In May 2008, we announced that our Board oEBtiors approved a share repurchase plan under wigichay at our discretion purchase
shares in the open market from time to time wittaggregate value of up to $300.0 million (“the 2@b&re repurchase plan”). In
addition, in May 2012, our Board of Directors apgd an increase in our share repurchase autharizatiinclude the net proceeds from
the sale of our EWS business, which was complet&kicember 2012, or net proceeds of $50.3 millwaugh March 31, 2013,
including $0.6 million from the net working capitdjustment we received in the quarter ended Matct2013. As of March 31, 2013,
we were authorized to purchase up to an additi$d@l1 million of shares in the open market under2b08 share repurchase plan. Tt
shares of common stock have been retired and sifidalsas authorized and unissued shares. The &@f1@ repurchase plan does not
have an expiration date but is limited by the dddlaount authorize«

Item 3. DEFAULTS UPON SENIOR SECURITIES
Not Applicable.

Item 4. MINE SAFETY DISCLOSURES
Not Applicable.
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Item 5.

OTHER INFORMATION

Not Applicable.

Item 6. EXHIBITS
Exhibit
No. Description

10.1* Separation Agreement and Release with Sudhakar IReaa, dated March 11, 2013 (which is incorpatdterein by
reference to Exhibit 10.1 to the Regist’s Current Report on Forn-K filed with the Commission on March 15, 201

10.2(1)* Form of Restricted Stock Unit Agreement for I-Employee Directors

10.3* Polycom, Inc. Executive Severance Plan and SumiRkany Description, as amended and restated effetdineary 31, 2013
(which is incorporated herein by reference to ExXHiB.1 to the Registrant’s Current Report on F&Ai filed with the
Commission on February 6, 201

31.1(2) Certification of the President and Chief Executicer Pursuant to Securities Exchange Act Rulge-14(c) and 15-14(a).

31.2(1) Certification of the Executive Vice President, Fina and Administration and Chief Financial Offipeirsuant to Securities
Exchange Act Rules 1-14(c) and 15-14(a).

32.1(2) Certifications pursuant to 18 U.S.C. Section 13s0adopted pursuant to Section 906 of the Sar-Oxley Act of 2002

101.INS** XBRL Instance Documer

101.SCH** XBRL Taxonomy Extension Calculation Linkbase Docutr

101.CAL** XBRL Taxonomy Extension Calculation Linkbase Docuntr

101.DEF** XBRL Taxonomy Extension Definition Linkbase Docurh

101.LAB** XBRL Taxonomy Extension Label Linkbase Docum

101.PRE** XBRL Taxonomy Extension Presentation Linkbase Doent

* Indicates management contract or compensatorygslamrangemen

**  XBRL information is furnished and not filed orpart of a registration statement or prospectuptmposes of sections 11 or 12 of the
Securities Exchange Act of 1933, as amended, iméddanot filed for purposes of section 18 of theusities Exchange Act of 1934, as
amended, and otherwise is not subject to liahilitger these sectior

(1) Filed herewith
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SIGNATURE

Pursuant to the requirements of the Securities &xgh Act of 1934, the Registrant has duly causisd¢port to be signed on its behalf
by the undersigned, thereunto duly authorized.

Dated: April 30, 2013
POLYCOM, INC.

/s/ ANDREWM. M ILLER
Andrew M. Miller
President and Chief Executive Officel
(Principal Executive Officer)

/s/ ERIC F. BROWN
Eric F. Brown
Chief Operating Officer, Chief Financial Officer, and
Executive Vice President
(Principal Financial Officer)

/s/ L AURA J. DURR
Laura J. Durr
Senior Vice President and Worldwide Controller
(Principal Accounting Officer)
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EXHIBIT INDEX
Exhibit
No. Description

10.1* Separation Agreement and Release with Sudhakar Restaa, dated March 11, 2013 (which is incorpatdterein by
reference to Exhibit 10.1 to the Regist’s Current Report on Forn-K filed with the Commission on March 15, 201

10.2(1)* Form of Restricted Stock Unit Agreement for I-Employee Directors

10.3* Polycom, Inc. Executive Severance Plan and SumiRkany Description, as amended and restated effetdineary 31, 2013
(which is incorporated herein by reference to EitHib.1 to the Registrant’s Current Report on F8rHK filed with the
Commission on February 6, 201

31.1(2) Certification of the President and Chief Execut®éicer pursuant to Securities Exchange Act Rulgs-14(c) and 15-14(a).

31.2(2) Certification of the Executive Vice President, Fina and Administration and Chief Financial Offipeirsuant to Securities
Exchange Act Rules 1-14(c) and 15-14(a).

32.1(2) Certifications pursuant to 18 U.S.C. Section 12&0adopted pursuant to Section 906 of the
Sarbane-Oxley Act of 2002

101.INS** XBRL Instance Documer

101.SCH** XBRL Taxonomy Extension Schema Linkbase Docun

101.CAL** XBRL Taxonomy Extension Calculation Linkbase Docutr

101.DEF** XBRL Taxonomy Extension Definition Linkbase Docurh

101.LAB** XBRL Taxonomy Extension Label Linkbase Docum

101.PRE** XBRL Taxonomy Extension Presentation Linkbase Doent

* Indicates management contract or compensatorygslarrangemen

**  XBRL information is furnished and not filed orpart of a registration statement or prospectuptmposes of sections 11 or 12 of the
Securities Exchange Act of 1933, as amended, imédenot filed for purposes of section 18 of theusidies Exchange Act of 1934, as
amended, and otherwise is not subject to liahilitger these sectior

(1) Filed herewith
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NON-EMPLOYEE DIRECTOR RESTRICTED STOCK UNIT AGREEME NT
TIME-BASED VESTING

POLYCOM, INC.
RESTRICTED STOCK UNIT AGREEMENT

[NAME]
Award Number: [NUMBER]

NOTICE OF GRANT

Polycom, Inc. (the “Company”) hereby grants yiNAME] (the “Director”), an award of Restricted Stock Wnitnder the Company’s 2011
Equity Incentive Plan (the “Plan”). The date oftRestricted Stock Unit Agreement (the “Agreeme®[PATE] (the “Grant Date”). Subject
to the provisions of Appendix A (attached), andhef Plan, the principal features of this awardaaréollows:

Number of
Restricted Stock Units: [ |
Vesting Schedule The Restricted Stock Units will vest in accordandl the following schedulfINSERT VESTING

SCHEDULE] *

IMPORTANT :

* Except as otherwise provided in Appendix A, Di@owill not vest in the Restricted Stock Units esd he or she is employed by the
Company or one of its Subsidiaries through theiapple vesting date

Your signature below indicates your agreement artbrstanding that this award is subject to alhefterms and conditions contained in
Appendix A and the Plan. For example, importantitimtthl information on vesting and forfeiture oktRestricted Stock Units is contained in
paragraphs 3 through 5 and paragraph 7 of AppehdBl EASE BE SURE TO READ ALL OF APPENDIX A, WHICH CON TAINS
THE SPECIFIC TERMS AND CONDITIONS OF THIS AGREEMENT .

POLYCOM, INC. DIRECTOR
[NAME] [NAME]
[TITLE]

Date: , 2013 Date: , 2013



APPENDIX A
TERMS AND CONDITIONS OF RESTRICTED STOCK UNITS

1. Grant. The Company hereby grants to the Director unaeiPlan an award of the Number of Restricted Stéks set forth on the
Notice of Grant, subject to all of the terms andditions in this Agreement and the Plan. When Share paid to the Director in payment
the Restricted Stock Units, par value will be dedipaid by the Director for each Restricted Stockt Un past services rendered by the
Director, and will be subject to the appropriatewathholdings. Unless otherwise defined hereimitzdized terms used herein shall have the
meanings ascribed to them in the Plan.

2. Companis Obligation to Pay Each Restricted Stock Unit has a value equdidd=air Market Value of a Share on the date that th
Restricted Stock Unit is granted. Unless and dhélRestricted Stock Units have vested in the maseteforth in paragraphs 3 through 5, the
Director will have no right to payment of such Riesed Stock Units. Prior to actual payment of a&egted Restricted Stock Units, such
Restricted Stock Units will represent an unsecutd@jation. Payment of any vested Restricted Stdeits will be made in whole Shares only.

3. Vesting Schedule/Period of RestrictidBxcept as provided in paragraphs 4 and 5, an@ciuio paragraph 7, the Restricted Stock
Units awarded by this Agreement shall vest in agaoce with the vesting provisions set forth onfitst page of this Agreement. Except as
provided in paragraphs 4 and 5, and subject tagpapa 7, Restricted Stock Units shall not veshiDirector in accordance with any of the
provisions of this Agreement unless the Directallshave been continuously providing service to@mampany or to one of its Subsidiaries
from the Grant Date until the date the RestrictextiSUnits are otherwise scheduled to vest.

4. Modifications to Vesting Schedule

(a) Death or Disability of Director In the event that the Director incurs a Termimainf Service due to his or her death or Disabitite
Restricted Stock Units shall fully vest on the daft¢he Director’'s death or Disability.

(b) Voluntary Terminationln the event the Director voluntarily terminates ar her service from the Board and such voluntary
termination occurs not less than six (6) monthaerdfie Grant Date, the Restricted Stock Units HeSERT DESCRIPTION OF VESTING
CONDITIONS] .

(c) Change in Control In the event of a Change in Control, this awdralshe subject to the definitive agreement govegrsuch Change
in Control. Such agreement, without the Direct@dssent and notwithstanding any provision to th&rewy in this Agreement or the Plan,
must provide for one of the following: (a) the asgtion of this award by the surviving corporatiarits parent; (b) the substitution by the
surviving corporation or its parent of an awardhwstibstantially the same terms as this award;)dhécacceleration of the vesting of 100% of
the Restricted Stoc



Units that remain unvested at the time of the ChandgControl. In the event the definitive agreenshoes not provide for one of the foregoing
alternatives with respect to the treatment of éwsrd, this award shall have the treatment spekcifielause (c) of the preceding sentence. The
Committee may, in its sole discretion, accelerageviesting of this award in connection with anyhaf foregoing alternatives. In addition, if the
Director is not asked to be a member of the bo&directors of the combined successor entity follmya Change in Control that occurs prior
to the date this award is fully vested, this awstdll become fully vested as to all of the RestdcStock Units that are unvested immediately
preceding the Change in Control and Paragraph @&®hsehall be deemed to be without force and efféat purposes of this Agreement,
“Change in Control” means the occurrence of antheffollowing events: (a) any “person” (as suclmés used in Sections 13(d) and 14(d) of
the 1934 Act) becomes the “beneficial owner” (afindel in Rule 13d-3 of the 1934 Act), directly adirectly, of securities of the Company
representing more than fifty percent (50%) of altvoting power represented by the Company’s thestanding voting securities; (b) the
consummation of the sale or disposition by the Camypof all or substantially all of the Company’'sets; (c) a change in the composition of
the Board occurring within a one-year period, assallt of which fewer than a majority of the dil@stare Incumbent Directors; or (d) the
consummation of a merger or consolidation of then@any with any other corporation, other than a reay consolidation which would res

in the voting securities of the Company outstandingnediately prior thereto continuing to repres@ither by remaining outstanding or by
being converted into voting securities of the swing entity or its parent) at least fifty percef0¢6) of the total voting power represented by
the voting securities of the Company or such sumgientity or its parent outstanding immediatelfeaSuch merger or consolidation.
“Incumbent Directors” means directors who eithe) ée Directors as of the effective date of thenPta (B) are elected, or nominated for
election, to the Board with the affirmative votdsableast a majority of the Directors at the tiaiesuch election or nomination (but will not
include an individual whose election or nominati®im connection with an actual or threatened proosytest relating to the election of
directors to the Company).

5. Committee DiscretionThe Committee, in its discretion, may accelethgevesting of the balance, or some lesser podidhe
balance, of the Restricted Stock Units at any tisubject to the terms of the Plan. If so acceldratech Restricted Stock Units will be
considered as having vested as of the date spbbyi¢he Committee. If the Committee, in its disicne, accelerates the vesting of the balance
or some lesser portion of the balance, of the Réstr Stock Units and the Restricted Stock Unies“deferred compensation” within the
meaning of Section 409A, the payment of such acald Restricted Stock Units nevertheless shathhée at the same time or times as if ¢
Restricted Stock Units had vested in accordande thi vesting schedule set forth in the Notice & (whether or not the Director remains
providing services to the Company or to one oSitbsidiaries as of such date(s)). Notwithstandiegfdregoing, if such Restricted Stock Ui
are accelerated in connection with the Directogsriination of Service (other than due to deatt®,Rlstricted Stock Units that vest on
account of the Director’s Termination of Servicdlwot be considered due or payable until the Doebas a “separation from service” within
the meaning of Section 409A. In addition, if thedaior is a “specified employee” within the meanaidgection 409A at the time of the
Director’s separation from service, then any such acceteRestricted Stock Units otherwise payable withia $ix (6) month period followir
the Director’s separation from service instead bdlpaid on the date that is six (6) months and(dpday following the date of the Director’s
separation from service, unless the Director dilewing his or her separation from service, in gfhcase, the accelerated Restric




Stock Units will be paid to the Director’s estagesaon as practicable following his or her deaibjext to paragraph 8Thereafter, such
Restricted Stock Units shall continue to be paiddnordance with the vesting schedule set forttherdirst page of this Agreement. For
purposes of this Agreement, “Section 409A” meangiBe 409A of the U.S. Internal Revenue Code ofél %% amended, and any final
Treasury Regulations and other Internal Revenuei@eguidance thereunder, as each may be amenaladifne to time (“Section 409A”).

6. Payment after VestingAny Restricted Stock Units that vest in accordawith paragraphs 3 through 4 will be paid to thee€or (or
in the event of the Director’s death, to his or éstate) in Shares as soon as practicable follothieglate of vesting, subject to paragraph 9, b
in no event later than the applicable two and celé{R /2 ) month period of the “short-term defetnalle set forth in the Section 1.409A-1(b)
(4) of the Treasury Regulations issued under Se@@®A. Notwithstanding the foregoing, if the Reted Stock Units are “deferred
compensation” within the meaning of Section 4097 vested Restricted Stock Units will be releaseti¢ Director (or in the event of the
Director’s death, to his or her estate) in Shasesomn as practicable following the date of vestiudpject to paragraph 9, but in no event later
than the end of the calendar year that includesldite of vesting or, if later, the fifteen (15ttgydof the third (3rd) calendar month following
date of vesting (provided that the Director willth@ permitted, directly or indirectly, to desigade taxable year of the payment). Further, if
some or all of the Restricted Stock Units that“deferred compensation” within the meaning of Sat#09A vest on account of the Director’s
Termination of Service (other than due to deattgdcordance with paragraphs 3 through 4, the ResdriStock Units that vest on account of
the Director’s Termination of Service will not berssidered due or payable until the Director hasegération from service” within the
meaning of Section 409A. In addition, if the Dirarcis a “specified employee” within the meaningSafction 409A at the time of the Director’s
separation from service (other than due to dettie)y any accelerated Restricted Stock Units wilbéiel to the Director no earlier than six
(6) months and one (1) day following the date efBlirector’'s separation from service unless the®or dies following his or her separation
from service, in which case, the Restricted StookdJwill be paid to the Director’s estate as sasrpracticable following his or her death,
subject to paragraph 9. Any Restricted Stock Uhias vest in accordance with paragraph 5 will bie pathe Director (or in the event of the
Director’s death, to his or her estate) in Shameacicordance with the provisions of such paragrspbiect to paragraph 9. For each Restricted
Stock Unit that vests, the Director will receiveedBhare.

7. Forfeiture. Notwithstanding any contrary provision of thisrdgment, the balance of the Restricted Stock Wméishave not vested
pursuant to paragraphs 3 through 5 at the timbheDiirector's Termination of Service for any orneason will be forfeited and automatically
transferred to and reacquired by the Company absbto the Company.

8. Death of Director Any distribution or delivery to be made to thedgitor under this Agreement will, if the Directarthen deceased,
made to the administrator or executor of the Doestestate. Any such administrator or executortrfwrsiish the Company with (a) written
notice of his or her status as transferee, and\iolence satisfactory to the Company to estabfishvalidity of the transfer and compliance v
any laws or regulations pertaining to said trans




9. Withholding of Taxes When Shares are issued as payment for vestedd®ebtStock Units, all income and other taxestegldo the
Restricted Stock Units award and any Shares delivier payment thereof are the sole responsibifithe Director.

10. No Effect on ServiceThe terms of the Directa@’service to the Company, whether as a Directottwarwise, will be determined frc
time to time by the Company and the Company willhtine right, which is hereby expressly reservedetminate or change the terms of the
service as a Director at any time for any reasoatsdever, with or without good cause. The trangastcontemplated hereunder and the
vesting schedule set forth in the Notice of Granhdt constitute an express or implied promiseostioued service as a Director for any pe
of time. A leave of absence or an interruptionarvice (including an interruption during militargrsice) authorized or acknowledged by the
Company shall not be deemed a Termination of Serfaicthe purposes of this Agreement.

11. Rights as StockholdeNeither the Director nor any person claiming urnatethrough the Director will have any of the riglor
privileges of a stockholder of the Company in resppd any Shares deliverable hereunder unless atilccertificates representing such Shares
(which may be in book entry form) will have beesusd, recorded on the records of the Company tmaitsfer agents or registrars, and
delivered to the Director (including through electic delivery to a brokerage account). After sitgduance, recordation and delivery, the
Director will have all the rights of a stockhold&rthe Company with respect to voting such Shanelsraceipt of dividends and distributions
such Shares.

12. Address for NoticesAny notice to be given to the Company under #émns of this Agreement will be addressed to the @y, in
care of its General Counsel, at 6001 America Cdbtime, San Jose, CA 95002, or at such other addreshe Company may hereafter
designate in writing.

13. Grant is Not Transferabld=xcept to the limited extent provided in this Agment, this grant of Restricted Stock Units ardridphts
and privileges conferred hereby will not be solédged, assigned, hypothecated, transferred oostgpof any way (whether by operation of
law or otherwise) and will not be subject to saleler execution, attachment or similar process| th#iDirector has been issued Shares in
payment of the Restricted Stock Units. Upon angmagitt to sell, pledge, assign, hypothecate, tramsfetherwise dispose of this grant, or any
right or privilege conferred hereby, or upon argatpted sale under any execution, attachment dlasiprocess, this grant and the rights and
privileges conferred hereby immediately will becom#l and void.

14. Restrictions on Sale of Securitiehe Shares issued as payment for vested RedtBttek Units under this Agreement will be
registered under U.S. federal securities laws ailidw freely tradable upon receipt. However, adotor’s subsequent sale of the Shares m:
subject to any market blackout-period that maynyedsed by the Company and must comply with the Gayig insider trading policies, and
any other applicable securities laws.

15. Binding AgreementSubject to the limitation on the transferabilitiythis grant contained herein, this Agreement bélbinding upon
and inure to the benefit of the heirs, legateemllespresentatives, successors and assigns pétties heretc




16. Additional Conditions to Issuance of Certifiesifor SharesThe Company shall not be required to issue arjficate or certificates
for Shares hereunder prior to fulfillment of alétfollowing conditions: (a) the admission of sudtafs to listing on all stock exchanges on
which such class of stock is then listed; (b) thmpletion of any registration or other qualificatiof such Shares under any U.S. state or fe
law or under the rulings or regulations of the Sities and Exchange Commission or any other govertai regulatory body, which the
Committee shall, in its absolute discretion, de@messary or advisable; (c) the obtaining of any@m or other clearance from any U.S. state
or federal governmental agency, which the Commatesd|, in its absolute discretion, determine tmbeessary or advisable; and (d) the lapse
of such reasonable period of time following theedaft vesting of the Restricted Stock Units as tben@®ittee may establish from time to time
for reasons of administrative convenience.

17. Plan GovernsThis Agreement is subject to all the terms aravisions of the Plan. In the event of a conflictieeen one or more
provisions of this Agreement and one or more piowts of the Plan, the provisions of the Plan wil/grn.

18. Committee Authority The Committee will have the power to interpregt Blan and this Agreement and to adopt such ratethé
administration, interpretation and applicationtof Plan as are consistent therewith and to integpneevoke any such rules (including, but not
limited to, the determination of whether or not &wgstricted Stock Units have vested). All actialen and all interpretations and
determinations made by the Committee in good faithbe final and binding upon the Director, ther@pany and all other interested persons.
No member of the Committee will be personally leafir any action, determination or interpretatioad® in good faith with respect to the P
or this Agreement.

19. Captions Captions provided herein are for convenience anly are not to serve as a basis for interpretati@monstruction of this
Agreement.

20. Agreement Severahlén the event that any provision in this Agreemeititbe held invalid or unenforceable, such pramiswill be
severable from, and such invalidity or unenforclghivill not be construed to have any effect dmg remaining provisions of this Agreement.

21. Modifications to the Agreementhis Agreement constitutes the entire understandf the parties on the subjects covered. The
Director expressly warrants that he or she is notpting this Agreement in reliance on any promisgsresentations, or inducements other
than those contained herein. Modifications to Agseement or the Plan can be made only in an egpretten contract executed by a duly
authorized officer of the Company. Notwithstandarything to the contrary in the Plan or this Agreemthe Company reserves the right to
revise this Agreement as it deems necessary osalule, in its sole discretion and without the cahgé the Director, to comply with
Section 409A or to otherwise avoid imposition oy aalditional tax or income recognition under Setd@9A prior to the actual payment of
Shares pursuant to this award of Restricted StadtsWbut, to the extent reasonably possible, withoaterially reducing the economic ben
to be provided to the Director).

22. Amendment, Suspension or Termination of the PBy accepting this Restricted Stock Units awand, Director expressly warrants
that he or she has received a right to rec




stock under the Plan, and has received, read atetstood a description of the Plan. The Directatanstands that the Plan is discretionary in
nature and may be amended, suspended or termimathé Company at any time.

23. Disclosure of Director InformatiarBy accepting this Restricted Stock Units awane, Director consents to the collection, use and
transfer of personal data as described in thisgpaph. The Director understands that the CompadyitarsSubsidiaries hold certain personal
information about him or her, including his or Imame, home address and telephone number, datehgfdaicial security or identity number,
salary, nationality, job title, any shares of stacldirectorships held in the Company, detailslbhaards of Restricted Stock Units or any othe
entitlement to shares of stock awarded, canceledcised, vested, unvested or outstanding in hireofavor, for the purpose of managing and
administering the Plan (“Data”). The Director fiegttunderstands that the Company and/or its Subgdiwill transfer Data among themselves
as necessary for the purpose of implementationjrastmation and management of his or her partiéguain the Plan, and that the Company
and/or any of its Subsidiaries may each furtherdfer Data to any third parties assisting the Camipia the implementation, administration
and management of the Plan. The Director understtrad these recipients may be located in the EBamofEconomic Area, or elsewhere, such
as in the U.S. The Director authorizes the Compamgceive, possess, use, retain and transfer akee iD electronic or other form, for the
purposes of implementing, administering and margabis or her participation in the Plan, includiny aequisite transfer to a broker or other
third party with whom he or she may elect to depasy Shares of stock acquired from this awardestRcted Stock Units of such Data as |
be required for the administration of the Plan antiie subsequent holding of Shares of stock oothiger behalf. The Director understands
that he or she may, at any time, view the Datajireqany necessary amendments to the Data or withtire consent herein in writing by
contacting the Equity Programs Department for tbenGany and/or its applicable Subsidiaries.

24. Notice of Governing LawThis award of Restricted Stock Units shall beagaed by, and construed in accordance with, the taw
the State of California, without regard to prineiplof conflict of laws.

25. NonSalicit . The Director agrees that for the period commemnoim the date the Director executes this optionaarting on the date
occurring twelve (12) months after the Directornirga Termination of Service, the Director will mither directly or indirectly solicit, induce,
recruit, or encourage any of the Company’s emplsyedeave their employment, or take away such eyags, either for the benefit of the
Director or on behalf of another entity.

o Oo



Exhibit 31.1

CERTIFICATION

I, Andrew M. Miller, certify that:

1. I have reviewed this quarterly report on Forn-Q of Polycom, Inc.
2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or donfitate a material fact necessary to
make the statements made, in light of the circuntstsunder which such statements were made, niaadisg with respect to the period
covered by this repor
3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep
4.  The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag @defined in Exchange Act Rules
13z15(f) and 15-15(f)) for the registrant and hav
a) Designed such disclosure controls and procedaresused such disclosure controls and procedoifes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to
by others within those entities, particularly dgrihe period in which this report is being prepa

b) Designed such internal control over financigloiging, or caused such internal control over feiahreporting to be designed under
our supervision, to provide reasonable assurargadiang the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c) Evaluated the effectiveness of the registragigslosure controls and procedures and presentidsineport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such
evaluation; ant

d) Disclosed in this report any change in the tegjig’s internal control over financial reportirttat occurred during the registrant’s
most recent fiscal quarter that has materiallycéfé, or is reasonably likely to materially affatie registrans internal control ove
financial reporting; an

5.  The registrant’s other certifying officer anddve disclosed, based on our most recent evaluatimternal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weagses in the design or operation of internal corttvelr financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

b)  Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

April 30, 2013 By: /s/ ANDREWM. M ILLER

Name Andrew M. Miller
Title: President and Chief Executive Offic



Exhibit 31.2

CERTIFICATION

I, Eric F. Brown, certify that:

1. I have reviewed this quarterly report on Forn-Q of Polycom, Inc.
2. Based on my knowledge, this report does notaiorny untrue statement of a material fact or donfitate a material fact necessary to
make the statements made, in light of the circuntstsunder which such statements were made, niaadisg with respect to the period
covered by this repor
3. Based on my knowledge, the financial statememis,other financial information included in théport, fairly present in all material
respects the financial condition, results of operatand cash flows of the registrant as of, amgdtfe periods presented in this rep
4.  The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure controls and procedures (as
defined in Exchange Act Rules 13a-15(e) and 15&))}%(nd internal control over financial reportirag @defined in Exchange Act Rules
13z15(f) and 15-15(f)) for the registrant and hav
a) Designed such disclosure controls and procedaresused such disclosure controls and procedoifes designed under our
supervision, to ensure that material informatidatieg to the registrant, including its consolidhtubsidiaries, is made known to
by others within those entities, particularly dgrihe period in which this report is being prepa

b) Designed such internal control over financigloiging, or caused such internal control over feiahreporting to be designed under
our supervision, to provide reasonable assurargadiang the reliability of financial reporting atfie preparation of financial
statements for external purposes in accordancegeitlerally accepted accounting princip

c) Evaluated the effectiveness of the registragigslosure controls and procedures and presentidsineport our conclusions about
the effectiveness of the disclosure controls andguiures, as of the end of the period coveredibyéport based on such
evaluation; ant

d) Disclosed in this report any change in the tegjig’s internal control over financial reportirttat occurred during the registrant’s
most recent fiscal quarter that has materiallycéfé, or is reasonably likely to materially affatie registrans internal control ove
financial reporting; an

5.  The registrant’s other certifying officer anldve disclosed, based on our most recent evaluatiorernal control over financial
reporting, to the registrant’s auditors and theitacmmmittee of the registrant’s board of direct@spersons performing the equivalent
functions):

a) All significant deficiencies and material weagses in the design or operation of internal corttvelr financial reporting which are
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

b)  Any fraud, whether or not material, that invalveanagement or other employees who have a signifiole in the registrant’s
internal control over financial reportin

April 30, 2013 By: /s/ ERICF. BROWN

Name Eric F. Brown
Title: Chief Operating Officer, Chief Financial Officend
Executive Vice Presidel



Exhibit 32.1

Certification of the President and Chief ExecutiveOfficer pursuant to 18 U.S.C. Section 1350, as adtgul pursuant to Section 906 of the
Sarbanes-Oxley Act of 2002

I, Andrew M. Miller, certify, pursuant to 18 U.S.Section 1350, as adopted pursuant to Section B Garbane®xley Act of 2002, that tt
Quarterly Report of Polycom, Inc. on Form 10-Qtfoe three months ended March 31, 2013 fully comsphih the requirements of Section 13
(a) or 15(d) of the Securities Exchange Act of 1884 that information contained in such Quarteyp®&t on Form 10-Q fairly presents in all
material respects the financial condition and tssafl operations of Polycom, Inc.

April 30, 2013 By: /s/ANDREWM. M ILLER
Name Andrew M. Miller
Title: President and Chief Executive Offic

Certification of the Chief Financial Officer, Chief Operating Officer, and Executive Vice President ptsuant to 18 U.S.C. Section 1350,
as adopted pursuant to Section 906 of the Sarban&xley Act of 2002

I, Eric F. Brown, certify, pursuant to 18 U.S.Cc8en 1350, as adopted pursuant to Section 90BeoSarbanes-Oxley Act of 2002, that the
Quarterly Report of Polycom, Inc. on Form 10-Qtfoe three months ended March 31, 2013 fully comsphih the requirements of Section 13
(a) or 15(d) of the Securities Exchange Act of 1884 that information contained in such Quarteyp®&t on Form 10-Q fairly presents in all
material respects the financial condition and ttesofl operations of Polycom, Inc.

April 30, 2013 By: /s/ERICF. BROWN
Name Eric F. Brown
Title:  Chief Operating Officer, Chief Financial Officena
Executive Vice Presidel




